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ABSTRACT
This thesis reports an investigation of the relationship between direct,
indirect and internal perceived environmental conditions and the characteristics of the corporate strategic planning employed by Malaysian private
firms. This thesis provides a framework for understanding the influence of
direct, indirect and internal sectors of the environment as perceived by
senior organisational m e m b e r s on the extent of planning characteristics
employed by organisations. Five hypotheses stemming from the conceptual framework were used to relate two dimensions of the environment; i.e.
perceived complexity and perceived uncertainty and characteristics of
planning. This also includes two contextual factors; i.e. organisational size
and managerial values/beliefs and their relationship with characteristics of
planning.
The research w a s conducted in Malaysia, and the organisations used
for the research were private enterprises. O n e hundred and seventy six
(176) firms participated in the research, representing both the manufacturing and service sector. Using mail questionnaires and personally
administered questionnaires, top management in each firm including head
of planning w a s surveyed. The data collected were explored to test the
expectations from the theoretical model. Preliminary data analyses
indicated that the measures used have acceptable reliability and validity.
The results of data analysis significantly supported most of the major
hypotheses and propositions. Specifically, clear linkages were found
between perceived environmental complexity of the direct, indirect and
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internal sectors and most of the corporate planning characteristics
investigated. Generally, planning w a s found not necessarily useful under
high uncertainty.
Strong relationships were found between organisational size and
managerial values/beliefs and most of the planning variables investigated.
Planning w a s also found to vary by organisational size and/or managerial
values at different complexity levels.
The results also showed significant differences in the design features
employed a m o n g firms across different levels of complexity, organisational
size and managerial values.
The results of the thesis were discussed with respect to major
findings and significance for strategic management theory and practice.
T h e thesis concluded with a discussion on the limitations of the research
and suggestions for future research.
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CHAPTER I
INTRODUCTION A N D B A C K G R O U N D
1.1. Statement of the Problem
The objective of this research is to examine how variations in the
complexity and uncertainty of the perceived environment reflect
differences in corporate planning processes and their orientation. It also
attempts to examine other contextual factors, e.g. organisational size and
managerial values and their association with the planning processes
employed by organisations.

1.2. Introduction
Understanding how organisations adapt to the complexity and
uncertainty of the environment is an important concern in strategic
management studies. This understanding is important because the
ultimate goal of much of the research in strategic management is to
improve the state of the art in Corporate Strategic Planning which has
been widely accepted as a way of assisting the organisation to deal with
the complexity and uncertainty of the environment.
Strategic management seeks to affect performance by matching
environmental conditions, organisational capabilities and resources
(Bourgeois, 1985) hence the importance of environment-organisation
linkages. Several studies have been carried out on these linkages (Dill,
1959; Thompson, 1967; Burns and Stalker, 1967; Lawrence and Lorsch,
1967; Child, 1972; Mintzberg, 1979). These studies found that successful
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organisations matched their capabilities and resources with the complexity
and uncertainty of the environment through what w a s termed,
'differentiation'and 'integration' (Lawrence and Lorsch, 1967). Flexible
structures were found to be used under uncertain conditions, and rigid
structures under stable conditions (Burns and Stalker, 1967).
O n the basis of this pioneering work it was suggested that corporate
planning could be used as an organisational mechanism or device to
adapt and integrate (Lorange and Vancil, 1976; Lorange, 1980). S o m e
suggested that corporate planning needed to be more formalised when
challenged with an uncertain environment (Steiner, 1969). Alternatively,
corporate planning could be used as a means of reducing uncertainty (e.g.
Bright, 1958; Lindsay and Rue, 1980; Grinyer et al. 1986). A significant
link between environmental conditions and organisational planning and
strategies has been found in various studies (Lischert, 1968; Khandwalla,
1974; Negandhi and Prasad, 1975; Negandhi, 1975; Heau, 1976; Lindsay
and Rue, 1980; Rhyne, 1985). Other research found environmental
matching explained about 30 percent of the variance in economic
performance of organisations (Bourgeois, 1985). Rhyne (1987) also found
the adaptive and integrative aspects of planning were associated with
organisational performance under various environmental conditions.
These studies suggest that an understanding of the environmentorganisation relationship is an important concern in the design of
organisational systems. In this research, corporate planning is to be taken
as such a system and thus will be the focus of this thesis.
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The main research question addressed here is:
"How are the nature and extent of corporate strategic planning
processes affected by environmental conditions as perceived by
senior managers?"
1.3. Background of the Problem
Environment is a key variable in this research and is defined in a
number of ways; (1) direct environment; (2) indirect environment; and (3)
internal environment. Each category comprises several components. For
example, the direct sector comprises competitors, customers and
suppliers. Variations occurring within the components are referred to as
conditions. Any kind of change is referred to as a dimension of the
environment, e.g. the complexity of competitors changes as the number of
competing products to which the organisation must attend varies,
Empirical studies of environment-planning relationships are limited,
except for reports by Lischert (1968); Khandwalla (1974); Negandhi and
Prasad (1975); Negandhi (1975); Heau (1976); Lindsay and Rue (1980);
Rhyne (1985) and O d o m and Boxx (1988). These studies like those from
organisational theorists (OT) s e e m e d preoccupied with the direct
environment-organisation linkage (e.g. Dill, 1958; Thompson, 1967;
Bourgeois, 1985), implying that the indirect and internal sectors were of
lesser importance despite strong theoretical arguments supporting their
importance. Organisational theorists investigating environmentorganisation relationships have sought to define its content, dimensions,
and the contingent nature of its relationship with other organisational
variables, such as technology and structure.
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T h e few studies that included internal environment components
(Duncan, 1972; Tung, 1979; Lindsay and Rue, 1980; O d o m and Boxx,
1988) were either too descriptive in orientation or did not analyse the two
sectors separately. There is no systematic empirical investigation of all
sectors to show their relationship to planning.
Probably the most widely discussed and least studied environment
concept is the indirect environment. Yet several authors have stressed the
important roles that this sector plays in organisation design (e.g. Altman et
al. 1985; Robbins, 1987; Hirsch, 1985). However, it has been suggested
that components of the indirect sector, e.g. pricing, distribution, patent and
copyright law, were closely related to organisational effectiveness (Hirsch,
1975). This is supported by a survey of Chief Planners in major U S firms,
where the main external environmental issues affecting their companies
were mainly the components of the indirect sector (Wheelen and Hunger,
1983). It is the intention of this study to provide s o m e empirical support for
these relationships.
Early studies of corporate planning were preoccupied with the
formality of planning and used rather simplistic conceptualisations of the
notion of planning (Ramanujam and Venkatraman, 1987). Firms have
been categorised as 'formal' or 'informal' planners (e.g. Thune and House,
1970; Herold, 1972; Kargerand Malik, 1975; Kudla, 1980). However, most
planning systems are multifaceted. A multidimensional treatment in
empirical research m a y thus be required and this is another feature of this
study where the planning dimension is discussed in detail.
Many planning studies focussed on the question "does planning
pay?" (Wood and LaForge, 1979; Thune and House, 1970; Karger and
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Malik, 1975; Pearce, Freeman and Robinson, 1987) rather than on "how
should planning systems be designed?" M a n y studies on planningperformance relationships have led to contradictory findings. This thesis
looks at whether this is a problem of planning per se or rather a mismatch
between environment and planning designs. In this study, planning is not
taken as a precipitator but rather as an outcome of environmental
conditions. It is treated as a dependent variable with environment as the
independent variable.
Most past empirical studies on the environment-planning relationship
were conducted in developed countries (e.g. USA, Great Britain, Australia)
and naturally the findings reflected Western culture. Because of these
nation's different cultures, economies, political framework and general
business environments, the findings, and thus the model, m a y not be
applicable to developing nations like Malaysia. Until now, virtually no
empirical studies on this have been undertaken in Malaysia, although
corporate planning has been found to be widely practised among public
(Mohammed, 1988) and private organisations (Rafaei, 1987).
As a developing country situated in the Asia Pacific basin with rich
natural and economic resources, Malaysia is considered to have one of
the fastest growing economies in the South East Asian region. Over the
past three years (1987-1989) economic growth (GNP) has averaged 6.3%
per year (1988/89 Economic Report, Ministry of Finance, Malaysia).
Exported manufactured goods were increasing at a rate of 3 0 % per
annum by the end of 1988. An analysis of the data {1985/86 and 1988/89
Economic Report) on annual rates of exported manufactured goods during
this period revealed an upward trend.
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Ratio of Exported Manufactured
Goods to Total Export
1984
1985
1986
1987
1988
1989

-

31.6%
34.7%
34.9%
44.9%
48.3%
53.5%

Source: 1985/86,1988/89 Economic Report,
Ministry of Finance,
Government of Malaysia.
This data suggests an increasing emphasis on industrialisation and
increased activity in the manufacturing sectors. T h e mixed e c o n o m y
adopted by Malaysia and the fact that the Malaysian economy has been
largely dependent on other countries in economic matters (Johari, 1979;
M o h a m m e d , 1988), m a k e it necessary for Malaysian private enterprises
to adapt and integrate continuously within the complexities and volatilities
of the business environment.
A s corporate planning is designed to be an adaptive and integrative
organisational mechanism, widespread planning activities are expected to
have taken place among Malaysian business organisations. Prompted by
a lack of Strategic Planning research in Malaysian private enterprises, and
given the complexities and volatilities which these enterprises faced, this
study examines the environment-planning relationship. Because of the
possible effects of organisation size and the varying values of senior
executives towards corporate planning activities, the study also examines
whether significant relationships between size/values and planning exist.
The model underlying the investigation, addressed in depth in Chapter IV,
takes explicit account of a broadly defined environment, that includes the
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direct, indirect, and internal sectors of the environment. However, in this study, it
is the perceived environment rather than real environmental conditions that are
examined.
This study is significant to Malaysian practicing Corporate Managers and
Executives, Academicians and Researchers in strategic m a n a g e m e n t and
related disciplines.
The contributions which can be expected from this study are:
Practitioners
o further understanding of the strategic management process
o

aid in evaluating their existing planning systems and practices and
enable them to decide on the appropriate planning features and
processes given the environmental conditions, organisational size and
managerial belief.

Academicians and Researchers
o develop a more comprehensive base of knowledge by extending their
understanding of strategic management.
Chapter II reviews and synthesises studies pertaining to corporate planning
and its relationship with environment and other contextual variables. Chapter III
focusses on Environment-organisation relationships. The theoretical framework,
hypotheses and underlying rationale are set out in Chapter IV. The description of
the research methodology and design constitutes Chapter V. It includes the
measurement of data through multi-item measures. Chapter VI reports main
data manipulation and hypothesis testing.
The final chapter (Chapter VII) provides the principal findings and conclusions of the research. In this chapter, a discussion of the limitations of the study
as well as its implications for strategic management researchers is also presented.
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CHAPTER II
PLANNING DESIGN AND ENVIRONMENTAL CONDITIONS
2.1. Introduction and Chapter Overview
Chapter I proposed that the central tenet of strategic management is
that a match between environmental conditions and organisational capabilities and resources is critical to organisational performance. Corporate
planning w a s the adaptive and integrative mechanism used to achieve
congruence between the environment and organisation. It is therefore to
be expected that features of planning design employed by organisations
will reflect differences in environmental conditions. This chapter therefore
reviews and synthesises past theoretical and empirical studies pertaining
to corporate strategic planning and examines h o w planning design
features reflect differences in environmental conditions; it will serve to
further highlight and develop issues raised in Chapter One, providing a
foundation for the development of the conceptual framework of this study.
That framework and its theoretical underpinnings will be discussed in
greater detail in Chapter Four.
T h e literature review is organised according to the model of the
relationships being investigated (see Figure 2, p. 105). Initial planning
definitions are developed followed by a brief discussion of the type and
levels of planning. Discussion of the strategic roles of planning is directly
related to this study since the planning design characteristics an
organisation wishes to implement will depend on the roles planned. Such
roles will be contingent on several factors including environmental factors
(Steiner, 1969; Vancil and Lorange and Lorange, 1983) which are
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considered critical to the focus of this study. Issues pertaining to factors of
adaptation and integration are also discussed followed by the factors
contributing to corporate planning design.
There is a detailed discussion of the various planning dimensions or
characteristics and their orientations, as identified by past studies. T h e
chapter concludes with findings from past studies (primarily empirical) of
the relationship between the models' elements. Particular attention is paid
to the limitations and/or weaknesses of past studies.
There is a general review of conceptual studies on environment in
Chapter III, which provides working definitions of aspects of the environment: its dimensions, categories and composition; its transformation by
organisational decision makers; and the concepts of environmental
complexity and uncertainty.

2.2. Definitions
Planning is said to have as many definitions as it has experts.
The great Chinese philosopher Confucius (551-497 B.C.) says:
"If a man takes no thought about what is distant, he will find
sorrow near at hand".
(Mohammed, 1988)
In other words, if you do not plan your actions the chances of
attaining your goals are lessened.
"Planning", as the above quotation implies, is crucial for continued
progress. In m a n a g e m e n t terms, it is essentially a process whereby
management personnel m a k e strategic commitment in the utilisation of
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limited economic and labour resources for the attainment of organisational
goals and objectives. Consequently, planning is:
"a continuous process of making entrepreneurial (risk-taking)
decisions systematically and with the greatest knowledge of their
futurity; organizing systematically the efforts needed to carry out
these decisions; and measuring the results of these decisions against
the expectations through organized, systematic feedback".
(Drucker, 1974)

2.2.1. Corporate/Strategic Planning - Definitional Views
Many researchers on strategic management have treated "corporate
planning" and "strategic planning" synonymously, as if these two terms
mean the same thing. However, Argenti (1980) differentiated between the
two terms. For him strategic planning is m o r e concerned with the
determination of corporate strategies. Corporate planning, however
involves planning the company as a corporate whole; he warns that it is
"not planning for the whole company".
One definition from Taylor and Irving (1971) appears to define
"corporate planning" in terms of its "formality" in the process. Others have
viewed planning as a major concern in hostile and uncertain
environments, and as externally orientated with a greater emphasis on the
effect of the external environment (Capon etal., 1982).
Ringback (1968) defined it as a process of developing objectives for
the organisation and its subparts, as well as developing and evaluating
alternative courses of action to reach these objectives. This is achieved
through a systematic evaluation of the external threats and opportunities
and the internal audits of strengths and weaknesses.

11

Writers like Vancil and Lorange (1983) view planning as comprising
the following components: (a) time horizon, (b) assessment of opportunities, threats, and company strengths, (c) development of strategic alternatives, and d) strategic implementations and control (revaluation).
Others view planning in terms of organisational strategy conceptualised as the pattern or plan that integrates an organisation's major
goals, policies, and action sequences into a cohesive whole. It deals not
just with the unpredictable but also with the unknowable (Quinn, 1980);
and importantly, to be effective, it requires compatibility with the
environment, and a match to the personal values of key figures and time
horizons (Tilles, 1963; Christensen etal., 1978).

2.2.2. Definition for This Study
Since this study is focussing on planning and its orientation at the
corporate level, the preferred planning term is "corporate strategic
planning". The inclusion of the first two words, "corporate" and "strategic",
is for two reasons:
1. "corporate" also meant 'wholeness' or 'totalness' of an organization following Ansoff's (1968) definition,
2. "strategic" implies it is of significant long-term impact and
importance.
"Planning" in this study mainly refers to the design characteristics as
well as the design orientation of the planning process taking place within
Malaysian business organisations. The planning process refers to those
activities involving the definition of corporate strategies, policies, and
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detailed plans to achieve them; the establishment of an organisation to
implement decisions; and also inclusion of a review of performance and
feed-back to introduce a new planning cycle, regardless of the formality of
planning taking place.
Planning processes may be essentially similar, irrespective of
organisational size (Vancil and Lorange, 1983); and planning m a y either
be formal or informal, and ad hoc or exhaustively done. "Corporate
strategic planning" in this study is not limited to highly formalised planning
in large organisations but also refers to less formalised and small organisations. H e n c e it is hoped to explain different behaviour patterns and
enable the development of comparative analyses between organisational
size and formality of planning.

2.3. Roles of Planning
The two most distinct roles of planning that this review has identified
appear to be the adaptation and integration function (Eliasson, 1976;
Lorange, 1980; Miller and Friessen, 1983). T h e adaptive aspect of
planning in Eliasson's study was labelled as 'analysis'; 'control' (equivalent
to integrative) referred to aspects of targeting, control and co-ordination.
Lorange uses adaptation to include the identification of strategic options,
and the matching of firms with their environmental opportunities and/or
threats. However, Lorange reaffirmed that elaborate formal adaptation
might not be equally important to all firms as it depends on environmental
conditions.
Integration on the other hand Lorange saw as to "narrow down
options", and is concerned with developing ways of achieving a strategic
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direction; adaptation implies a focus of where the firm is to go, while
integration focusses on h o w to get there in the most efficient manner.
Miller and Friessen (1983) labelled the adaptive aspects of planning as
'innovation': novel solutions, proactive-ness, risk-taking; they s a w integrative aspects as analysis, multi-plexity, integration, and futurity.
This role is essentially a response to external factors as well as to
changes in environmental conditions, while the integrative role focusses
on the efficient co-ordination of internal resources and development of
programs to achieve corporate goals.
Grinyer, Al-Bazzaz and Ardekani (1986) identified other planning
roles and this thesis adopts their classfication, viz:
a. to be a proactive, or at least a rapidly reactive mechanism, to
permit the corporate whole to respond to threats and opportunities presented by its changing environment,
b. to be a means of reducing uncertainty, particularly protection of
the organisation's core technology,
c. to organise action programs to implement strategic decisions,
and act as an integrative or co-ordinative device, and
d. to be a basis for control of lower organisational units.
In addition, Lorange (1980) notes that corporate planning is a tool to
aid m a n a g e m e n t in their strategic decision-making. T h e purpose is
therefore, to provide assistance to attain sufficient processes of innovation
and change in the firm. H e listed four aspects of the corporate planning
role:
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a. Allocate the company's scarce resources.
b. Assist the firm to adapt to environmental opportunities and
threats.
c. Co-ordinate strategic activities and integration.
d. Instill systematic management development approach.
Planning also forces a m a n a g e r to look into the future, thus
channelling efforts toward desired results and minimising productive
efforts. T h e planner is forced to gain a better understanding of each
company's activity and h o w they are related, resulting in improved
utilisation of company resources.
Planning is not only valuable for flushing out strategic issues, but also
for identification of opportunities and threats in the environment, accelerating growth and improving profitability and co-ordinating operations
a m o n g divisions (Steiner, 1983). Steiner observes that few managers
know the purpose of their corporate planning process and suggested that
senior m a n a g e m e n t should ensure that corporate planning purpose is
clearly understood throughout the organisation.
In his evaluation of strategic planning systems, King (1983)
attempted to assess the role of planning in terms of its use as guidance to
the strategic direction of the firm. His results s h o w e d that senior
m a n a g e r s believed that planning guided the firm's strategy and its
strategic actions, whereas other managers and staff planners felt it did not
accomplish this. However, Argenti (1980) declared that corporate planning
helped bring about consensus a m o n g the senior executives. Hofer and
Schendel (1978) and McNichols (1977) point to the importance of planning
in the development of strategies at a variety of levels within an
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organisation. Bourgeois (1980) also stresses that corporate-level planning
helps develop organisation-wide or "primary" strategies to help define the
domain of an organisation.

2.4. Findings from Past Studies
The research review rests on three central premises. First, there are
relationships between the corporate strategic planning design characteristics/features and the environmental conditions as perceived by senior
managers. Second, the degree of planning characteristics which an
organistion might employ depends not only on the perceived environmental conditions but also on the organisational size. Finally, the choice of
planning characteristics which an organisation tends to employ will be
influenced by h o w its senior managers value the benefits of formalised
planning.
Figure 1 presents a theoretical model which summarises the way
perceived environmental conditions influence corporate strategic planning
design characteristics. It also s h o w s the two contextual factors, i.e.
organisational size and managerial values, and their influence on planning
systems design. The relationships suggested should be considered as
associative rather than causal in nature due to the cross-sectional nature
of the study.
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Environmental
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Planning
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Complexity
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Uncertainty
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Figure 1: Relationship Model on Environmental Planning - Other Contextual Factors
This relationship model is based on organisational theory and
strategic management theory. Apart from studies on strategic management, several studies by organisational theorists (e.g. Dill, Burns and
Stalker, Lawrence and Lorsch, Mintzberg, Duncan, etc.) will also be drawn
on. The following sections more completely describe the model's elements
(i.e. planning design characteristics, size and beliefs/values). Discussions
pertaining to environmental issues will be covered in Chapter Three.

2.4.1. Planning Characteristics and Their Orientations
It has been argued that a well-designed corporate strategic planning
system must be continuously matched both to an organisation's external
environments and internal contexts. A sound knowledge of planning
characteristics and their orientations is essential in the study of
environment-planning relationships. This section reviews previous studies
pertaining to the development of planning characteristics and discusses
their limitations.
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2.4.2. Development of Planning Characteristics
Contrary to the multidimensional view of planning systems (Lorange
and Vancil, 1977; King and Cleland, 1978; H a x and Majluf, 1984;
Ramanujam and Venkatraman, 1987) most studies have used a rather
simplistic conceptualisation of the dimensions of corporate planning.
S o m e studies measured planning along two dimensions, i.e. formal and
informal (Thune and House, 1970; Herald, 1972; Malik and Karger, 1975;
R u e and Fulmer, 1973; Kudla, 1978). Others have viewed planning
systems as a unidimensional construct in terms of its degree of formality,
comprehensiveness, sophistication, or completeness (Lindsay and Rue,
1980; Boulton etal. 1982; Rhyne, 1985; O d o m and Boxx, 1988).
Considering the multidimensional construct of planning systems, this socalled simplistic conceptualisation of the notion of planning alone is an
inadequate measure of an organisation's planning process.
Another group viewed planning quite differently. They did not
operationalise planning by means of a formality continuum, but assessed
it by its "perceived importance" (Burt, 1978; Guynes, 1969; Leontiades
and Tezel, 1980; Najjar, 1966). However, the multidimensional view of
planning systems as emphasised in the conceptual literature (Hax and
Majluf, 1984; King and Cleland, 1978; Lorange and Vancil, 1977)
appeared to have gained recognition, as indicated from recent empirical
studies. In a similar vein, this study views corporate planning as a
multidimensional construct. Several planning dimensions are included for
further investigation in relation to environmental dimensions and other
contextual variables. Further discussion and observation on this issue will
be covered in Section 2.5.
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A review of past conceptual and empirical studies pertaining to
planning systems definitional issues generated thirty-five dimensions of
planning. T h e literature suggests several key design components
constituting planning systems in which the identified dimensions/
characteristics lie. For example, the Camillus's (1981) PLATO

Framework

has five major design components constituting a corporate planning
system: (1) planning processes; (2) planning system linkage; (3)
administrative aspects of the system, (4) timing factors; and (5) system
output. Other researchers (Ramanujam, Venkatraman and Camillus,
1986) viewed a planning system in terms of two major sets: (1) design
elements of planning, and (2) the organisational context of planning.
Each of the thirty-five planning dimensions identified earlier w a s
placed under the respective set which was felt appropriate. Appendix III
shows the various planning dimensions in their respective sets, including
the support in the literature for each of them. It is beyond the scope of this
section to detail these characteristics. However, a short description of
each of the planning dimensions/characteristics chosen for this study is
presented in Table 2-1.

2.4.3. Planning Characteristics Examined in This Study
In arriving at a reduced set of planning variables, two alternatives
were available:
a. factor analysis to determine correlated and uncorrelated
variables, or
b. using subjective choice.
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Alternative (a) was thought to be extremely difficult, if not impossible,
given time constraints, limited resources and availability of data. The
subjective method w a s used to arrive at a reduced set, based on criteria
used by Calingo (1984):
a. Whether past research provided support for a contingency
relationship between a "candidate" variable and the environmental variable (e.g. complexity, uncertainty) as well as other
contextual variables (e.g. organisational size, values); and
b. Whether the set of characteristics as a whole could intuitively be
expected to explain much observable variance in planning.
A comprehensive search through various planning and strategic
management journals and texts pertaining to environment/other contextual
factors relationship with planning, provided useful input in the selection of
appropriate planning characteristics for this study. Sufficient evidence was
obtained to help greatly in deducing (subjectively) "which set of planning
characteristics" as a whole explain most of the planning variance. The
following planning characteristics were thus selected for study:
1. Formality of planning process (Steiner, 1979; Calingo, 1984;
Lindsay and Rue, 1980; Rhyne, 1985; O d o m and Boxx, 1988),
2. Comprehensiveness of planning process (Calingo, 1984),
3. Line participation in corporate level planning (Steiner, 1979;
Calingo, 1984; Tung, 1979; Grinyer etal. 1986),
4. Analytical techniques used to aid planning decision (Ramanujam
and Venkatraman, 1987; Lindsay and Rue, 1980; Grinyer etal.
1986; Chakravarthy, 1987),
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5. Resources

used to aid planning

(Ramanujam

and

Venkatraman, 1987; Chakravarthy, 1987),
6. Futurity or horizon of planning (Steiner, 1979; Calingo, 1984;
Tung, 1979),
7. Frequency of review/appraisal of planning documents (Tung,
1979; Grinyer etal. 1986; Calingo, 1984),
8. External

orientation of planning

(Ramanujam

and

Venkatraman, 1987; Ramanujam, Venkatraman and Camillus,
1986),
9. Internal orientation of planning

(Ramanujam

and

Venkatraman, 1987; Ramanujam, Venkatraman and Camillus,
1986),
10. Frequency

of

information

search

(Rhyne,

1985;

Chakravarthy, 1987; Lorange and Vancil, 1977; Keegan, 1974;
Jain, 1984),
11. Comprehensiveness in decision making process (Frederickson,
1984; Frederickson and Mitchell, 1984), and
12. Proactiveness in planning (Frederickson and Mitchell, 1984;
Andrews, 1971; Hofer and Schendel, 1978; Lorange

and

Vancil, 1977; Steiner, 1979).
Section 2.8 of this chapter will cover findings of past studies on each
of these planning dimensions with respect to its association with
environmental conditions and other contextual factors. Table 2-1 lists a
short definition of these variables and their possible roles in organisation/
environment matching.
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2.4.4. Past Studies on Planning Characteristics
Most previous studies (e.g. Thune and House, 1970; Herold, 1972;
Karger and Malik, 1975; Kudla, 1980; Ramanujam and Venkatraman,
1987; Ramanujam, Venkatraman and Camillus, 1986) treated planning as
'predicting' or as an 'independent' variable affecting organisational
effectiveness which was viewed as a dependent or criterion variable. Very
few studies have attempted to investigate; "what affects planning?"; or
"what conditions determine planning processes?"
In addition, most of these studies viewed planning as a
unidimensional construct and investigated only one aspect of the planning
dimension. Hence, little is known of the environment-planning relationship,
where planning is viewed as a multi-dimensional construct. Calingo
(1984) w a s also more concerned with attempting to examine h o w
variations in corporate strategies affect planning.
A study reported by Ramanujam, Venkatraman and Camillus (1986)
has also viewed and recognised planning as a multidimensional construct
but treated planning variables as predictors to systems effectiveness. A
further study by Ramanujam and Venkatraman (1987) investigated the
multivariate relationship between six characteristics of planning systems
and planning effectiveness, treating planning variables as a set of
organisational predictors. None of these researches relate the design of
corporate planning processes/systems to their contexts (e.g. environment,
size, etc.) which is the central concern of this study.

22

Table 2-1. Planning Design Characteristics For This Study
Brief Definition A n d Possible Roles
Planning Design
Characteristics

Description/Definition

Possible Roles

Process
Formality of planning process

The extent to which the firm relies
on written reports, and corporate
planning calendars to implement its
corporate planning activities.

Integration

Comprehensiveness of
planning process

The extent to which the firm
performs all or s o m e of the
planning activities as specified
by the rational model.

Adaptation and
integration

Line participation in corporate
level planning

The extent to which line managers
prepare corporate plans, review
the plans prior to approval and
provide input into the planning
process.

Integration

Comprehensiveness and
deliberativeness in
strategic decision Making
processes

The extent to which an organisation Integration
attempts to be exhaustive or
inclusive in making and integrating
strategic decisions.

Proactiveness in
planning

The extent to which an organisation Adaptation and
Integration
engages in goals formulation,
external and internal studies, search
and the evaluation of alternatives,
and integrating strategic plans to
achieve goals.

Organisational and Design Aspects
Integration

Analytical techniques used

The extent to which an organisation
relies on various analytical tools
and modern techniques to aid in the
planning decision/process.

Resources provided
and used

The degree of organisational support Integration
in the form of number of planners,
involvement of senior m a n a g e m e n t in
planning, etc.

Planning Design
Characteristics

Description/Definition

Possible Roles

Timing and Orientation
Review and appraisal of
corporate plans

H o w often or frequent corporate
Integration
plans are being reviewed, appraised
and adjusted.

Futurity/Horizon of
corporate plans

The longest period (in years)
which the firm plans ahead.

Adaptation

Strategic information
Search

How often external and internal
information sources utilised for
strategy and planning formulation.

Adaptation and
Integration

Internal Focus

The degree of attention to
internal factors, past
performance, and analysis of
strengths and weaknesses.

Integration

External Focus

The degree of attention given
to external factors, i.e.
monitoring of environmental
trends and behaviours.

Adaptation

2.5. Size/Value/Environment: A Discussion
2.5.1. The Organisational Size
Confusingly, size can m e a n total sales turnover, total assets
available, or the actual physical size of the organisation. But for most
authors it refers to the total number of full-time employees with the
organisation. Organisation size has long been recognised as an important
contingency or contextual variable. Debate on this dates back to when
Weber (1947) introduced his concept of "bureaucracy", thought to be
present only in large organisations.
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Numerous empirical studies have given support to the proposition
that organisation size, as a contingency factor, significantly explains
organisational characteristics (Pugh etal. 1969a; Blau 1970; Blau and
Schoenerr 1971; Grinyer and Yasai-Ardekani 1981). An increase in size,
simply, generates structural differentiation within the firm through
increased specialisation. This increase in specialisation differentiation
creates greater internal complexity causing problems in organisation
integration, coordination and control. Simultaneously, this situation
creates the need for more formal devices to coordinate and integrate all
activities. Formalisation (e.g. written rules and procedures) has been
suggested as a m e a n s of control (Child, 1972) to overcome these
problems.
The questions are: what is the implication of this argument for
planning systems design? W h a t role does organisational size play in
explaining planning characteristics and how are they related? Section 2.10
of this chapter reviews and synthesises past conceptual and empirical
studies relating to organisational size-planning relationship.

2.5.2. Managerial Values/Beliefs
There have been a considerable number of studies of this variable
and its implications for organisational decision making and structuring.
Managerial values have been defined by Milton Rokeach (1973) as:
"An enduring belief that a specific mode of conduct or end state of
existence is personally or socially preferable to an opposite or
converse mode of conduct or end-state of existence."

And he states with further precision:
To say that a person has a value is to say that he has an
enduring prescriptive or proscriptive belief in a specific
mode of behavior or end-state of existence. This belief
transcends attitudes towards objects and towards situations;
it is a standard that guides and determines actions, attitudes
towards objects and situations, ideology, presentation of self
to other, and attempts to influence others."
Understanding the concept of "values" from the standpoint of
organisational behaviour is of paramount importance since they influence
decisions and behaviour of employees and managers at the present time
as well as into the future (Whitley and England, 1977). Past studies of
senior managers in business organisations indicate that personal values
are important determinants in the choice of corporate strategy (Guth and
Tagiuri, 1965).
Variations in managerial values guide the manager in the choice of
purpose, missions, and objectives of the firm. Ultimately, values dictate
the choice of strategy and planning systems as well. Steiner (1979)
argues that styles (i.e. values) of senior managers have an important
bearing on planning systems. Donnelly (1984) on the other hand relates
corporate culture (i.e. values) to formality of planning, arguing that values
and other related personality factors of the chief executive and managers,
create the culture of every organisation and that corporate culture
influences the extent of an organistion's planning systems.
In their study on cross-cultural personal values, England, Dhingra
and Agrawal (1974) argue for the significance of individual value systems,
particularly of managers, because they influence:

1. T h e w a y other individuals and groups are perceived, thereby
influencing interpersonal relationships,
2. The decisions and problem solutions chosen by an individual,
3. The perception of situations and problems an individual faces,
4. T h e limits of determining what is and what is not ethical
behaviour,
5. T h e extent to which an individual will accept or resist organisational goals and pressures,
6. T h e perception of individual and organisational success and its
achievement,
7. The choice of individual and organisational goals, and
8. T h e m e a n s chosen for m a n a g i n g and controlling h u m a n
resources in the organisation.
The 'values' discussed in the preceding sections generally refer to
individual values and their possible impact on organisational decisions or
structures. Variations in organisation characteristics m a y be the effect of
one individual's values, or of group values (of senior decision makers).
The values of an individual are mainly derived from his culture
(Wimalasiri, 1988). They are defined by Hofstede (1984) as: "...collective
programming of one group or society". Culture according to Hofstede is
reflected in the meanings people attach to various aspects of life; their
way of looking at the world and their role in it; in their values, i.e. what they
consider as "true" and as "false". Understanding culture will lead to a
better understanding of the values of people and hence the corporate
values and culture generated from individual values in the organisation
(Donnelly, 1984), which m a y explain s o m e variance in organisational
characteristics and/or structures.
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Geert Hofstede's significant study (1980) attempted to investigate
and identify cultural clusters of organisationally pertinent values. Based
largely on his sample of forty nations where a single multinational
corporation operated and a subsequent study of fifty countries, Hofstede
(1983) identified four variables which he called "key issues" (Hofstede,
1984): a) Power Distance, b) Uncertainty Avoidance, c) Individualism
versus Collectivism, and d) Masculinity versus Femininity. The findings
concerning employees' characteristics (i.e. reflecting their cultures and
beliefs) from different nations showed relationships with s o m e of the
organisational characteristics (e.g. centralisation/decentralisation, degree
of formalisation) reflected by, or reflecting, employees' preferences.
While the results of these comparative studies have provided some
insights into 'culture/organisation'relationships and represent an
"admirable skeletal framework for researchers" (Blunt, 1988), little is still
known of the 'values/planning' relationship, particularly in developing
countries like Malaysia. Very few related empirical studies done to date
have examined this relationship. Further observations regarding this will
be m a d e under Section 2.10.

2.5.3. The Environmental Consideration
This study examines two dimensions of the environment, a) complexity, and b) uncertainty.
In Chapter III we will establish that Complexity refers to a high
n u m b e r and diversity of factors and components that organisational
decision makers have to contend with in decision making.
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Uncertainty refers to the extent to which organisational decision
makers perceive unpredictable changes in their environment. S o m e
authors have argued that complexity alone will not give rise to uncertainty
and h e n c e unpredictability, as long as m a n a g e m e n t can control
complexity by, for example, devoting sufficient organisational resources to
monitoring all the facets of a complex environment (Child 1972).
Burns and Stalker (1961) found that firms operating under a stable
environment adopted a "mechanistic" structure and those operating under
changing environmental conditions adopted an "organic" structure. In
another study, stimulated by the work of Burns and Stalker, Lawrence and
Lorsch (1967) found a significant relationship between environmental
conditions and organisation. They found that those successful firms - in
their case in the plastics industry - operating under unstable conditions
had high differentiation (i.e. more subsystems or subunits) as well as high
integration, and the less successful firms had low differentiation and
integration. T h e difference in the structural arrangement of these
successful and unsuccessful firms does in fact explain the influence of the
environment on organisational characteristics.
Several strategic management researchers have argued and found
that environmental conditions do have an impact on the planning and
design of a system. Steiner (1979) argued that complexity of environment
influences system design. H e contemplated less or little planning for firms
operating under a stable environment.
Although Lorange (1980) did not specifically mention h o w planning
systems should be designed to suit certain environmental conditions, he
did stress the need for managers to design more adaptive and integrative
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planning systems in their orientation. This implied a role for environment
in planning design. T h e suggestion by Lorange and Vancil (1976) on
environmental analysis for opportunities and/or threats w a s an indication
that environment had a substantial and significant influence on planning
systems design.

2.6. Contributing Factors to Corporate Planning Design
Designing the optimum corporate planning system must always be
done with reference to its main purpose. There is no standard or best
planning design suitable for all organisations. Quite simply, there are
multiple factors influencing the existence of organisations and hence the
planning system to be implemented.
Steiner (1979) argued that there are several major forces that
influence planning system design. A m o n g these forces are: a) organisational size, b) complexity of environment, c) m a n a g e m e n t style, d)
complexity of production processes, e) the nature of problems, and f) the
purpose of the planning system itself. Table 2-2 illustrates those major
forces that have a bearing on planning systems mentioned earlier. This
section will not discuss in detail aspects of the effect of these factors on
the planning design as these will be covered in Chapter Four.
Some authors have argued that the task of management is to match
system design to the unique corporate setting of the firm (its goal-setting
process, planner's role, linkage of planning and budgeting, and management processes) (Lorange and Vancil, 1975).
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T h e situational factors (internal) needing consideration are (a) the
age and advancement of the system, (b) size/diversity, and (c) whether
the system is relatively new or mature (Lorange and Vancil, 1975). Size
and diversity are considered to go hand-in-hand and are to be given major
consideration. Logically, it is the size (particularly for the large and
diversified firms) and the complexity of the operation that justify formalised
and strategic oriented corporate planning.
Lorange and Vancil also suggested consideration of an externally
oriented factor, "environmental scanning", (which is concerned with the
gathering and collection of strategic information) which should be
considered critical to an organisation.
A s "determination of a suitable strategy for a c o m p a n y begins in
identifying the opportunities and risks in the environment" (Andrews 1971),
environmental scanning (i.e. analysis) is therefore an important source of
influence on strategic decisions (Hambrick (1981).
The six major forces that Steiner (1979) argued as influencing
planning design (see Table 2-2) are only a few of the m a n y factors which
could have an impact on the total system. However, in the context of the
Malaysian study two moderating factors were of particular importance, viz:
a. Organisational
- Firms' size
b. Management style
- Managerial belief in planning
The key factors determining planning systems have already been
established as Environmental Complexity and Environmental Uncertainty.
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Table 2-2. Illustrative Major Forces Influencing
Formality of Planning Systems

TOWARD MORE
FORMALITY

TOWARD LESS
FORMALITY
ORGANIZATION
Small One-Plant Companies
Large Companies

MANAGEMENT STYLES
Policymaker
Democratic-Permissive
Authoritarian
Day-To-Day Operational Thinker
Intuitive Thinker
Experienced in Planning
Inexperienced in Planning
COMPLEXITY O F ENVIRONMENT
Stable Environment
Turbulent Environment
Little Competition
Many Markets and Customers
Single Market and Customer
Competition Severe
COMPLEXITY O F PRODUCTION P R O C E S S E S

>
>
>
>

>
>
>
>

Long Production Lead Times
>
Short Production Lead Times
•
Capital & Labor-intensive
•
Integrated Manufacturing Processes
>
Simple Manufacturing Processes
•
—High Technology
>
Low Technology
NATURE OF PROBLEMS
Facing New, Complex, Tough Problems
Having Long-Range Aspects
>
Facing Short-Range Problems
Source: Steiner (1979)

The rationale for this decision is as follows:
a. From a Malaysian comparative management perspective, the
factors of size and value are of paramount importance, since
previous studies have been Western in orientation. In addition,
the few empirical studies carried out to date have provided
support for the theoretical argument that environment has a very
significant role in explaining planning variations (Rhyne, 1981,
1985, 1987; Grinyer, Al-Bazzaz and Yasai-Ardekani 1986;
Grinyer and Al-Bazzaz 1979: Frederickson and Mitchell 1984;
Frederickson 1984; O d o m and Boxx, 1988).
b. There have been numerous theoretical works but very little
empirical testing done on the "environment - strategic
management" relationship (e.g. refer to (a) above).
c. Organisation size has been found to explain most of the
existence of management systems in an organisation. However,
past studies on planning were preoccupied with large and
diversified firms (e.g. Rhyne, 1987; 1985; R a m a n u j a m and
Venkatraman, 1987). By including a size variable variation,
different planning behavioural patterns might be identified.
d. Management values, philosophies and beliefs have been
emphasised by several organisational and strategic management
theorists of their effects on organisations (e.g. Steiner, 1979;
Lorange and Vancil, 1977; Guth and Tagiuri, 1965; Donnelly,
1984; Hofstede, 1984). Virtually no empirical studies have
attempted to examine the role of this critical variable on
corporate planning per se, although Christodoulou (1984) has
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written on this descriptively. N o attempt has been m a d e to relate
this contextual variable to various planning characteristics.
e. The inclusion of "managerial values/beliefs" variable m a y help
explore the "managerial value - planning" relationship and m a y
also help to explain w h y certain firms have more formalised
planning while some do not, regardless of their size and nature of
business.

2.7. Environmental Dimensions and Organisational
Structuring/Characteristics
Basing his pioneer study on two Norwegian firms, Dill (1958)
investigated the possible influence of task environment on managerial
a u t o n o m y and found that the c o m p a n y with high autonomy (Beta)
operated under differentiated (i.e. correlate of complexity) task environment, and w a s concerned with different and distinct markets, different
competitors, suppliers, competitors, and regulatory groups. The company
with lower autonomy (Alpha) had greater long-term environmental stability
and very few market changes in fifty years. O n the other hand, Beta faced
relatively unstable and dynamic markets.
Lawrence and Lorsch (1967) in their study of plastics (highly diverse
and unstable industry), foods (medium diverse and unstable) and
container (simpler and stable) firms arrived at very revealing relationships
between the environmental complexity/stability level and the environmental characteristics of those firms. They found that the high performing
firms of the plastic industry are more differentiated and integrated than
low performing firms.
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T w o major observations can be drawn from Lawrence and Lorsch's
study:
a. The more successful firms tended to have higher differentiation
and integration.
b. Firms characterised by greater 'complexity/diversity' and
'instability/volatility' (irrespective of their performance level) are
relatively more differentiated and integrated than firms in the
foods and container industry which are relatively of lesser
complexity/diversity and instability/volatility.
Explanations from organisational theorists (Lawrence and Lorsch,
1967; Child, 1972; Wrigley, 1970; Vancil, 1979) further facilitate our
understanding of the impact of different environmental conditions on the
need for differentiation and integration. T h e pressures created by the
complexity/diversity and instability of a firm's environment lead to higher
organisational tasks for senior m a n a g e m e n t as well as increasing
specialised sub-environments of the firms. These situations, according to
Wrigley's study (1970) and further confirmed by Vancil (1979), can lead to
what is called "divisional autonomy" (i.e. self-government) a typical
characteristic of differentiation. The increasingly specialised sub-environm e n t s also lead an organisation to greater differentiation and role
specialisation (Child, 1972; Lawrence and Lorsch, 1969).
The nature of differentiation and role specialisation itself creates
problems of control; the need arises for a m o r e effective control
mechanism

that will facilitate all co-ordination and control activities by

senior management. Lawrence and Lorsch called this "integration" - "the
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quality of the state of collaboration that exists among departments/units
that are required to achieve unity of effort by the demands

of the

environment" (1967). Further, the specialised knowledge and skills
required to m a k e important decisions (i.e. in role specialisation) occur at
lower levels of the management hierarchy (Bower, 1970) necessitating
their participation in planning and strategic decisions. This is called
"decentralisation".
Lawrence and Lorsch also found that the degree of "formalisation"
a m o n g the three different departments differed with their relative
environmental uncertainty. Formalisation is defined as the extent to which
rules, procedures, instructions, and communications are written (Pugh,
Hickson, Hinning, and Turner, 1967). Greater formalisation is found to be
related to greater environmental uncertainty and this is management's
attempt to gain better integration and control.
A n earlier study by Burns and Stalker (1961) investigated the
management processes of 20 British industrial firms and how firms adapt
structurally to changes in the market and technological environment.
Their results showed that firms operating under a stable environment
adopt a "mechanistic" structure (i.e. more rigid and formalised), while an
"organic" (i.e. flexible and less formalised) structure is adopted under an
unstable environment (1961).
A n examination of these three seminal works revealed several
limitations. Firstly, these studies in their analysis do not employ a rigorous
methodology and therefore questions arise as to their validity and
reliability. Secondly, the components of the environment included in the
investigation appear not to be comprehensive and multidimensional
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enough for the measurement of environment as discussed earlier. For
example, Dill's study (1958) included only the task (direct) category of
environment i.e. customers, suppliers, competitors, and regulatory groups.
N o attempt w a s m a d e to relate other environmental components and little
is known about the role and effect of these other groups. The study was
limited to two firms which meant its conclusions may not be representative
of the true population.
Burns and Stalker's study which was also normative in nature also
lacked analytical rigor. They evaluated a firm's environmental conditions
only in terms of the rate of change in its scientific technology and its
relevant product markets. Operationalisation of environmental uncertainty
w a s m a d e only from descriptions of the environment "gleaned from
unstructured interviews, observations, and anectodal impressions of both
the researchers and firm members" (Downey and Slocum, 1975). There
w a s no mention of the specific environmental components and/or sectors
included and no attempt w a s m a d e to relate the two external environmental sectors to the organisational variable studied. In their review of this
work, D o w n e y and Slocum m a d e the following observation: "no attempts
were m a d e to systematically isolate dimensions utilised in describing or
measuring uncertainty ... did not produce a systematic means for viewing
environmental useful to future studies". The environmental data collected
were not subjected to reliability and construct validity tests due to the
method adopted in the data collection and are therefore questionable. This
was in fact to be expected given the exploratory nature of their study.
While Lawrence and Lorsch's study is considered much more
analytical than the first two landmark studies, several limitations have
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been observed. Although their measuring instruments are relatively more
methodologically robust than the first two, they have been found to be
methodologically inadequate and the construct of the study w a s
questionable (Tosi et al, 1973) as demonstrated by their o w n internal
reliability assessments and factor analysis.
Lawrence and Lorsch purported to measure perceived internal
environment uncertainty and following a contingency approach it should
have been a function of external environment uncertainty. However, the
results of Tosi etafs correlational analysis confirmed a negative relationship between these two variables which further indicated its limitations.
Lastly, there w a s no attempt to investigate whether different
organisational sizes would behave differently; thus, the role of this
important variable w a s left unknown. Perhaps the inclusion of size in the
study and analyses would have generated different results.
Later studies have also conceptualised the environment-organisation
linkages. For example Mintzberg (1983) hypothesised that "the more
dynamic the environment, the more organic the structure" an observation
more in line with that of Burns and Stalker. H e also hypothesised that "the
more complex the environment, the more decentralised the structure"
(1983) paralleling the view of Lawrence and Lorsch's study.
One interesting proposition from Mintzberg (1988) worth noting for
future empirical research is that concerning "extreme hostility", a condition
which is n o w and will be in future a c o m m o n occurrence. H e proposes:
"extreme hostility in its environment drives any organisation to centralise
its structure temporarily". However, no empirical evidence w a s used or
has been found to support this relationship.
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Mintzberg's conceptualisation of the environment-organisation
linkages m a k e s no mention of categorisation of environment. A s
discussed at great length in Chapter III, two sectors of the external
environment exist comprising several components, each conceptualised to
play a role and therefore to have, to a certain degree, an impact on
organisations. Mintzberg's propositions are too general and do not
provide a single clue regarding this issue. Perhaps he refers to the task
environment sector due to the greater importance placed on it by most
researchers. This reference seems inappropriate as it depends on many
other factors, e.g. nature of business, type of industry and/or products. For
banks, task sector components m a y be second to indirect component
sectors (i.e. government/regulatory power, the economy) and therefore,
first priority and hence more managerial attention might be expected to be
given to these sector components.
However, Mintzberg's proposition is still subject to empirical testing.
It is a useful concept and this study aims to deduce this theory empirically
in order to strengthen and add to the present body of knowledge.
The concepts and results of the above studies have theoretical
implications for strategic planning design. According to Galbraith (1973),
when firms operate under condition of higher or increasing differentiation,
the use of m o r e complex integrative m e c h a n i s m s (e.g. task forces,
permanent teams and integrative roles) are found to be more appropriate.
Strategic planning is said to be an adaptive and integrative device
designed to prepare the organisations to face with the complexity and
instability of the environment (Lorange, 1980; Steiner, 1979).
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In an attempt to examine and empirically test Lawrence and Lorsch's
"diversity-differentiation-integration" model, Lorsch and Allen (1973)
conducted a study of four conglomerates and two vertically integrated
paper companies. Their results are consistent with that of Lawrence and
Lorsch; that is, the more effective firms use more complex integrative
devices such as formal planning and control systems. Like Lawrence and
Lorsch's study, this study also has some limitations. Measurement of
environment was not multidimensional and no attempt was made to
include all categories of the environment.
A s u m m a r y of the preceding review is shown in Table 2-3

which

shows the organisational characteristics under specific environmental
conditions.

Table 2-3. Organisational Characteristics for
Environmental Conditions
Environmental
Diversion

Suitable Organisation
Characteristics Found

Diversity/Complexity
and Instability

Differentiation/Integration
(Lawrence and Lorsch, 1967; Lorsch
and Allen, 1973).
Complex Integrative Mechanism
(Galbraith, 1973)
Formalisation (Burns and Stalker,
1961; Mintzberg, 1983).
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2.8. Environmental Dimensions/Planning Characteristics
Relationship Studies
2.8.1. Introduction and Observation
With increasing attention given to the study of strategic planning from
the early seventies, more and more attention has also been given to the
role and benefit of planning on organisations. This explains the numerous
conceptual and empirical studies done on planning systems. Hofer (1976)
has comprehensively reviewed the impressive list of literature in this area.
In this survey, Hofer m a d e the following observations:
a. More research has been done in strategic planning than generally is acknowledged in planning literature.
b. Most research has been descriptive, comparative, or descriptive/
normative in character.
c. It has mostly involved a small number of in-depth field studies
with a larger number being cross-sectional in nature.
d. It has mostly focussed on business and therefore ignored to
s o m e extent nonbusiness organisations.
An analysis of the types and characteristics of the studies reviewed
by Hofer reveal that none of these studies numbering over fifty has
attempted to examine the role and effect of environment on planning or to
investigate the planning features suitable for different environmental
conditions.
However, extending Ringbakk's (1968) findings on the structure of
planning groups, Litschert's (1968) study is considered as one of the first

41

attempts to relate planning to environment empirically. In the study he
examined the influence that industrial technology, organisational size and
structure, and planning experience might have on planning group
structure. His study w a s on twenty-seven firms in the electronics,
chemical, oil refining, and heat and power utility industries.
A review of normative studies on planning since the early seventies
found that m u c h of the work has been on the impact of planning (as a
contingency factor) on organisational performance or effectiveness and it
appears that strategic management researchers have a preconception
that planning always generates high organisational performance. But it
w a s not always the case as Al-Bazzaz and Grinyer's study (1980)
confirmed that only 48 per cent of the companies surveyed reported such
a benefit and s o m e companies dispute such a relationship.
The question arises as to why planning, supposedly a useful tool for
organisational adaptation and integration, does not help organisations
attain improved performance. Even findings of past studies on the
'planning-performance' relationship found some of their propositions and
hypotheses to be inconsistent and contradictory. Could it be due to
w e a k n e s s e s in research methodology or possibly that the planning
systems designs adopted by those underperforming firms were not
congruent enough with those forces which, according to Steiner (1969)
are critical to effective design?
It is the argument of this study that there is a lack of strong theory in
this area - a theory which should address the question "What
characteristics of planning d o e s it take to deal with different
contingencies?" This study assumes the following: If planning systems
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design is adjusted or congruent with variation in environmental conditions,
then it should be able to play an effective role, hence achieving higher
organisational effectiveness.
Strategic management researchers have failed to look into this
linkage extensively. Several have attempted this (e.g. Lischert, 1968;
Lindsay and Rue, 1980; Boulton etal, 1982; Rhyne, 1985; 1987; Grinyer
etal, 1980; 1986; Frederickson, 1986) and most have indeed found a
significant relationship between the two variables. S o m e found inconsistent and mixed results (Lindsay and Rue, 1980) and s o m e contradictory results (Boulton et al, 1982). Several limitations have been
identified from the literature.
Despite the limitations on 'environment/planning' studies carried out
to date, they have given insight into h o w corporate strategic planning
systems should be designed and the various situational factors that need
to be accounted for. The theoretical development from O T and S M T with
respect to environment/organisation relationship behaviour plus the limited
empirical testings carried out to-date has indeed broadened our outlook on
organisational systems design. It is the objective of this study to rectify
most, if not all, of the limitations mentioned earlier, particularly as regards
ignorance of indirect and internal sectors of organisational environment
on the part of earlier researchers. Reports of research findings on each of
the environmental conditions is the subject of the next section.
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2.8.2. Environmental Complexity/Heterogeneity and Planning
Relationship Studies
Negandhi and Prasad (1971) in a study of ninety-two manufacturing
orientated organisations in six countries found that the lack of competition
inhibits the practice of long range planning in those firms. This is
consistent with their earlier proposition that there should be a positive
correlation between the degree of competition (correlate of complexity)
and the formality of long-range planning processes. Stein (1981) w h o
examined the contextual influences on decision methods found consistent
behaviour, in that heterogeneity and number of competitors arising from
environmental complexity w a s positively related to the need for a more
explicit analysis of strategic alternatives (r = .20, p <.05) which are
indicators to highly formalised planning.
Grinyer etal. (1986) found a positive though insignificant relationship
between "need for corporate wide co-ordination and control" (a correlate
of complexity) and three planning variables, namely; sophisticated forecasting and evaluative techniques, line m a n a g e m e n t participation in
planning, and formality of planning (p >.10). However, when controlling for
the effect of size, the researchers found a highly significant positive
relationship between both "divisionalisation" and "diversification" (i.e.
correlates of complexity) and the scope of written corporate plans (r=.38,
p<.01; r=.40, p<.01), formality of the planning process (r=.35, p<.05),
delegation to line managers/planners (i.e. line management participation)
(r=.35, p<.05). It is expected that given the complexities and difficulties of
co-ordination and control created by both contingencies, firms tend to
employ more of what Weber, (1947) called "bureaucratic" features of
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organisational devices (such as those found by this study) in order to
reduce the uncertainty which m a y be created by these contingencies
(Duncan, 1972).
The failure to include and analyse the role of non-task sectors of the
environment should be noted. Studies carried out by both Negandhi and
Prasad (1971) and Stein (1981) did not look into the role and influence of
all sectors of the environment and make comparative analysis. Grinyer et
al's study also m a d e no attempts to include all three categories of the
environment. Individual components were tested for their effect on
planning but no attempt was m a d e to analyse separately each sector's
role and effect on those planning characteristics studied.
In a review of empirical research on the value of planning in various
situations including the situation under which planning is most useful,
Armstrong (1982) hypothesised that "firms involved with complex
production, financial and marketing processes would have a greater need
for planning" although he did not find any evidence to support his
proposition. His hypothesis is based on his assumption that there is a
higher need for a plan to fit together all the complexities. From the
organisational theory viewpoint, a plan would facilitate all the integrating,
co-ordinating and control activities thereby minimising uncertainties that
m a y be created by the increasing complexity of the task. In this study,
Armstrong did not mention the importance of the non-task environmental
sector. H e m a y have treated the non-task sectors as relatively unimportant
but he did suggest a detailed description of both the external and internal
environment in dealing with the 'situational' issue. His hypotheses
however were based on the findings of past empirical studies.
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In a study of non-profit organisations (i.e. churches) by O d o m and
Boxx (1988) on the relationship between environment and planning
sophistication, it w a s found that formal planning characterised by high
sophistication level was adopted by those churches perceiving a complex
environment (Chi square=9.992, p <.01). These researchers reported:
"further investigation revealed that the simple-complex dimension of the
environment w a s the factor which seemed most to influence the use of
more sophisticated planning".
The review revealed that, although the researchers included both
internal and external environment sectors in their study, no attempt w a s
m a d e to investigate the relationship of each of these sectors to planning.
N o report w a s m a d e on the validity and reliability of instruments used, and
the study did not s e e m to employ very rigorous methodology raising
questions about its validity and reliability. It w a s clear that the indirect
sector of the churches environment w a s excluded and again its
relationship with planning is unknown. This study was also limited to one
planning dimension (i.e. planning sophistication) and therefore the
relationship between environmental conditions and other planning
variables w a s not investigated.
Based on his findings of an empirical study of 126 industrial firms
located in seven countries (U.S.A., Argentina, Brazil, India, the
Philippines, Uruguay, and Taiwan), Negandhi (1975) proposes that the
complexity caused by greater competition forces organisations to employ
a planning system that forces creativity and innovative thinking a m o n g
managers. Looking beyond the foreseeable future (i.e. longer planning
horizon) increases the level of imaginative and creative thinking in the
corporate strategic planning processes.
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Negandhi's findings showed a strong relationship between degree of
planning comprehensiveness and the organisational stakeholders. This
environmental complexity or heterogeneity generated a greater need for
more comprehensive planning. Negandhi's research interest w a s in the
effect of organisational concern about some of the environmental factors
on planning comprehensiveness. T h e question to be raised here is
whether this is an appropriate method of measuring environment. This
issue will be taken up in greater detail in Chapter IV. Negandhi's study is
one of the few studies carried out on developing countries although in
Malaysia, corporate strategic planning systems were reported to have
been implemented by both private and the public enterprises (Rafaei,
1985; 1987; M o h a m m e d , 1988).
Khandwalla (1976) found comprehensive and complex corporate
strategy to be influenced by complex environment (high diversity), while
simple corporate strategy w a s the result of a simpler environmental
condition. T h e s e findings are consistent with the proposition that
complexity leads to differentiation creating the need for integrative devices
to help streamline and co-ordinate activities. In this, planning comprehensiveness is a means of integration and co-ordination.
A n alternative view of comprehensiveness in corporate planning
process can be had through looking at its integrative role. Khandwalla
(1973) concluded that diversified firms adopted sophisticated control
systems (where comprehensive planning is seen as such) in their attempt
to ensure internal coordination as well as to counteract organisational
differentiation caused by diversification (a correlate of complexity).
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Rhyne (1985) proposed that there w a s a greater need for higher
planning sophistication by firms operating under high environmental
complexity. H e also proposed that as the planning process becomes more
sophisticated, the need for external and environmental types of
information will be m u c h greater in order to support the process.
Complexity in Rhyne's study referred to the number of environmental
(internal and external) factors required for decision making - the greater
the number, the higher the complexity.
Both internal and external environmental complexity were found to be
highly correlated with planning sophistication (r=.31, p<.01; r=.37, p<.01).
T h e proposition that greater external and environmental types of
information will be needed as planning sophistication increases also
gained very strong statistical support (p < .01). T h e complexity in the
environment calls for a greater need for organisational adaptiveness which
m e a n s extensive search for externally oriented and environmental type
information. Support w a s obtained for this proposition, where planning
sophistication w a s found to be strongly correlated with externally oriented
information sources; personal contact with outsiders (r=.28, p<.01),
outside publications (r=.18, p<.05), and outside studies (r=.19, p<.05).
Environmental complexity also induces a greater organisational need
to integrate as a countervailing force to differentiation. A n increase in the
importance of internally oriented information sources can be expected.
Rhyne's study found a strong correlation between planning sophistication
and specific M I S for planning (r=.23, p<.05), personal contact with
subordinates (r=.18, p<.05), and inside reports (r=.05, p<.05).
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Rhyne's study is descriptive and normative in nature and is limited to
only large public manufacturing companies. Although both the external
and internal environment were considered including sixty environmental
factors from both sectors, the review revealed that no attempt w a s m a d e
to categorise them into the three categories as emphasised in this study
(see Chapter III). Thus, the extent of their relationship with planning and
its relative planning influence is not known. Secondly, the study w a s
limited to two main characteristics of planning, i.e. planning sophistication
and sources of information. N o attempt w a s m a d e to investigate other
dimensions of planning and analyse its relationship with external and
internal environmental conditions.
Lawrence and Lorsch (1967) found that increases in firms' diversity
would stimulate greater differentiation, resulting in greater integration
within an organisation. In line with this theory, Miller (1987) found firms in
more heterogeneous conditions pursued breadth strategies and installed
more integrative and rigid organisational structures. Miller and Friesen
(1983) also found a significant relationship between high levels of
complexity and increased innovation (i.e. the adaptive aspect of planning).
However, in another study relating environmental complexity,
planning orientation and performance, Rhyne (1987) found a positive
association between the adaptive aspect of planning and performance
under conditions of low complexity (p <.01). The integrative aspect on the
other hand w a s associated with performance under conditions of
moderate to high complexity (p <.05). Rhyne's conclusion appears to
parallel that of Boulton, et al (1982) in that "environmental conditions do
not have a direct impact on planning system design, but instead are
filtered through management's perceptions and decisions".
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In each of the studies just outlined, researchers have operationally
defined the environment in contrast with the total environment conceptualised in this study. No attempt was m a d e to relate planning orientation
to direct, indirect and internal environment. These studies tended to
sample large organisations which are h o m o g e n o u s in nature (Rhyne,
1985; 1987) providing no opportunity to examine the role of other
contextual factors.
Environmental complexity has also been found to affect other
dimensions of planning, which suggest that there is no one best planning
system with standardised dimensions or characteristics. O n e planning
characteristic affected by complexity is concerned with the degree of
centralisation or the extent of line management participation in planning
decisions. Since complexity forces integration, line participation in
corporate level planning is seen as a means of integration. Several studies
have found relationships between these two variables supporting
organisational theory's "environmental diversity - structure" paradigm.
One such study was that of Khandwalla (1974) who found that
diversified firms adopted the decentralised decision making approach.
Decentralisation provides greater autonomy for operating divisional units.
Divisionalisation, a correlate of complexity, w a s also found to be
significantly related to this variable in what Grinyer, etal. (1986)called
"delegation to line managers".
A study relating long-range planning to the degree of divisionalisation
(Heau, 1976) found that senior management of the highly diversified firms
relied more on "administrative" than "substantive" influence. "Administrative" influence as an integrative device is more appropriate where

50

senior management finds it difficult to control lower management activities.
A "substantive" influence is inappropriate as it is somewhat difficult for
senior management to be directly involved in lower management matters.
Consequently, this situation forces decentralisation thus generating
greater lower or divisional management participation in the corporate level
planning process.

2.8.3. Environmental Instability/Uncertainty and Planning
Relationship Studies
Most studies have attempted to examine the role and effect of
environmental changes or uncertainty on organisational characteristics.
Environmental uncertainty has been conceptualised and found to be
related to h o w organisations structure themselves. Related dimensions,
such as predictability, dynamism, hostility, volatility, and turbulence appear
to be c o m m o n terms, used interchangeably and synonymously. However,
the studies reviewed in this section will not touch on this issue, except to
report their findings.
One of the very few studies on environment-planning relationships is
that of Lindsay and R u e (1980) w h o examined h o w instability, a m o n g
other variables, affects the long-range planning process. Lindsay and
Rue's study was based on a mail questionnaire survey of 199 corporations
in 15 industrial classifications in the United States. Although their findings
show that firms tend to adopt a more complete formal long-range planning
process as the instability and complexity of the business environment
increases, other hypotheses dealing with the environment and long-range
planning were tested with mixed results.
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In the study no mention w a s m a d e of the inclusion of the indirect
environment sector and its components, but it is assumed this sector was
excluded since the researchers state that Duncan's instrument w a s
adopted. The results showed that significant relationships exist mostly
between external environment complexity/instability and planning
completeness (r = .101, p < .05), analytical techniques used (r = .092, p
< .10), the open systems used (r = .110, p < .05), planning process
development (r = .175, p < .01) and immediacy of goals (r = .113, p < .05)
among large firms.
Planning completeness, uncertainty reduction methods and planning
review frequency were not significantly related to environment complexity
and instability a m o n g small firms, although they reported that the
relationships were found to be in the predicted direction. However, open
systems used (r = -.203, p < .05), planning process development (r = .122,
p < .10), planning horizon (r = -.143, p < .10) and immediacy of planning
goals (r = .180, p < .05) were significantly related to environment.
Among large firms, other planning characteristics were not
significantly related to internal environment with the exception of planning
completeness (r = .088, p < .10) and immediacy of planning goals (r
= .088, p < .10) but the results were in the predicted direction. The findings
supported, to a limited extent, the proposition that internal environment
has a role in explaining planning design features adopted by
organisations.
In a study by Odom and Boxx (1988) on the relationship of environment, planning processes and organisational performance, environmental
dynamism (Chi Square = 1.87, p < .30) does not appear to have a
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significant relationship with formal long-range planning as compared to
complexity measures (Chi Square = 9.92, p < .01).
Although perceived volatility was hypothesised to be related to
sophistication of planning, Rhyne's study (1985) did not obtain statistical
support for this proposition. It w a s demonstrated that neither internal nor
external volatility m e a s u r e s are relevant to planning classification
measures (i.e. r = -0.03, p >.10 and 0.11, p >.10). The findings were that:
"...no strong relationship was found between volatility and the
planning process. This contradicted current theory (Ansoff,
1979) and previous empirical studies (Lindsay and Rue,
1978)".
In their study on forty eight U.K. companies, based on organisational
theory, Grinyer et al. (1986) hypothesise that under environmental
turbulence (e.g. number of sources of adverse market changes, need for
n e w product introductions, rate of technological change), formality in
corporate planning is less likely to take place (i.e. is negatively related).
Their hypothesis was that:
"Under such circumstances (environmental turbulence)
delegation of stages of decision taking, within the planning
process, may involve loss of central strategic direction",
(underlined items are added).
Neither did their findings indicate any positive relationships between
environmental turbulence and formality of planning process. Although
insignificant, their findings indicate negative relationships between rate of
product and technological change (i.e. correlates of environmental
turbulence) and formality of planning (p >.10). Environment in Grinyer et
al's study w a s defined as that which concerned technological and market
changes,

relationships of dominance or mutual dependence

with
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customers and the broad category of customer or distribution system,
which is a direct indication of task environment. Other categories of the
environment were excluded.
No empirical study has been carried out to relate environmental
uncertainty to comprehensiveness of the planning process. However, a
study by Frederickson and Mitchell (1984) has looked at the comprehensiveness of strategic decision processes. These processes represent a
dimension of corporate strategic planning labelled either as the "synoptic"
or the "rational-comprehensive" approach. This approach is in contrast to
the "incremental" decision making processes that often are offered as
alternatives for more accurate characterisation of h o w organisations
actually m a k e strategic decisions. (Quinn, 1980; Mintzberg, 1973;
Lindblom, 1979; Wrapp, 1967). "Comprehensive" in decision making (i.e.
analytic comprehensiveness) w a s defined as "the extent to which an
organization attempts to be exhaustive or inclusive in making and
integrating strategic decisions". Using partial correlations to test the
hypothesis, their findings indicated that comprehensiveness w a s negatively related to performance under an unstable environmental condition
(r = -.42, p < .05), and in a separate study by Frederickson (1984) it w a s
positively related to performance under a stable environment.
The rationale to Frederickson's and Mitchell's hypothesis is that:
"A stable environment increases the likelihood that critical
decision variables can be identified and allows theory to be
developed regarding the relationships among those variables
and the organization. In contrast, an unstable environment
makes it difficult to achieve the high level of certainty sought
by rational models" (1984).
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T h e results from Frederickson and Mitchell's study m a y have
provided useful insights into environment and planning relationships, but
the failure to include other contextual factors (e.g. organisational size, etc)
did not provide a complete picture of this relationship when investigated in
different contexts. Further, the environmental dimension in their study was
not taken as a variable to be tested but as a condition under which
decision comprehensiveness and organisational performance operates.
N o attempt w a s m a d e actually to test the relationship between decision
comprehensiveness and environment.
Environmental uncertainty has been found to affect centrality or line
management participation in decision making. Mintzberg (1983; 1988)
hypothesises that extreme environmental hostility drives an organisation
to centralise its structure temporarily. His argument is based on the fact
that quick decision making is central in this situation and that direct
supervision is the fastest and tightest m e a n s of integration. From the
strategic planning viewpoint, it m e a n s that firms are expected to employ
more centralised planning, characterised by less involvement of lower
m a n a g e m e n t in the corporate level planning process. N o empirical
evidence has yet been found regarding this relationship.
Although a positive relationship is hypothesised between environmental uncertainty and lower management participation, Koberg's (1987)
study found instead a negative (but rather insignificant) relationship
between these two variables (r=.Q6, p>.10). Grinyer, etal. (1986) on the
other hand hypothesised a negative relationship between environmental
turbulence and lower m a n a g e m e n t participation (i.e. delegation of
strategic planning). Their finding m a y not be statistically significant, but
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the result is negative and in the predicted direction of the hypothesis
(p>.10).
A study on organisational effects of turbulence (i.e. that create
uncertainty) and decline (Cameron, Kim, and Whetton, 1987) hypothesises that as environmental turbulence increases organisations tend,
a m o n g other attributes, to centralise structure and adopt no long-term
planning. Turbulence, in their study, w a s taken as a predictor of environmental uncertainty rather than a synonym.

Results of factor analysis

loaded these two attributes under one factor. T h e study found that
"environmental decline" did not correlate significantly with this factor
(comprising centralisation and no long-term planning) (partial corr.
coefficient, r=.02, p>.10) but found high correlation between environmental
turbulence and this factor (partial correlation coefficient, r=.15, p <.00).
T h e researchers concluded that these two attributes plus two other
attributes which are not of interest to this study are significantly affected by
turbulence but not by decline.
The rapid and large changes in environmental factors that create
uncertainty and lower predictability in the environment inhibit the need for
a long-term planning horizon. This environmental situation also forces the
need for frequent review and revision of planning d o c u m e n t s and
schedules. T h e s e were the findings of past empirical studies that
investigated this issue. Tung (1979) proposes a negative relationship
between the environmental change rate (i.e. denoting volatility and a
correlate of uncertainty) and "time perspective" (planning horizon) and a
positive relationship with planning review and revision frequency.

She

found high negative correlation between change rate and time perspective
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(Regression coefficient = -.327, p <.005) as well as high positive
correlation between change rate and frequency of changes to plans
(Regression coefficient = .608, p <.005), thus significantly supporting her
propositions. Tung reported: "change rate w a s found to be the most
important single contributor to variations in perceived environmental
uncertainty, time perspective in planning, and frequency of changes to
plans".
Negandhi (1975) found that those progressive firms (particularly U.S.
firms) operating under dynamic environments (e.g. extensive competition)
adopt frequent and systematic reviews of plans. Although Negandhi's
study did not make use of rigorous statistical analysis and w a s more of a
descriptive study, it more or less supports the contention that these two
factors should be related.
In their paper on a contingency framework for the design of
Accounting Information Systems (AIS), Gordon and Miller (1979)
proposed that an increase in environmental hostility requires the AIS to
provide more frequent feedback reports to m a n a g e m e n t in order to
provide an early warning system. From a corporate planning viewpoint,
there should be frequent reviews and revisions of plans for those firms
operating under such an environmental condition. It is important that
existing plans are reappraised on a continuing basis to ensure that the
plan continues to be appropriate in the light of current events and
developments, particularly in dynamic environmental conditions.
Steiner (1979) suggests that plans should be implemented and
reviewed and not redone until they become obsolete. Similarly, Lindsay
and R u e (1980) propose a shorter time horizon and frequent planning
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review periods when operating under unstable and complex environmental
conditions. Although the first hypothesis (i.e. shorter time horizon) did not
get significant support, the result, was however, in the predicted direction
(small firms: r=-.104, p>.1; large firms: r=-.024, p>.1). A rather surprising
inverse relation between "planning review frequency: and "complex
organisational environment" w a s discovered both for the external and
internal environment. This w a s much stronger for large firms than small
firms when tested for total environment (smallfirms:r=-.027, p>.1; large
firms: r=-.136, p<.05). Similar inverse relationships were also found for
both internal and external environment (i.e. task sector only). "Because of
the difficulty of forecasting under complex and unstable environmental
conditions, managers see less need for frequent evaluation of their longrange plans" w a s taken as a possible explanation for these surprising
findings.
As no attempt was made to examine separately the impact of
environmental instability and complexity on planning variables, the nature
of the relationships between planning variables and each of these
environmental dimensions could not be ascertained nor w a s the role of the
indirect environment sector examined.
Past studies reveal only limited attention being paid to environmental
instability in connection with planning horizons and plan review frequency.
However, their results have supported the "environmental uncertainty plan review/horizon" relationship model. N o n e of the studies discussed
have attempted to investigate the role of the indirect sector the external
environment; it appears that the presence and importance of this sector
have been ignored. Perhaps this environmental mismatch explains the
failure of most planning models in achieving their obejctives.
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Table 2-4 summarises the likely corporate strategic planning design
characteristics as conceptualised and/or found by the foregoing studies.

2.8.4. The Importance of Indirect and Internal Environment on
Organisational Structuring
M a n y of the studies reviewed above have centred on either task or
general environment. Very few attempted to look at the roles of non-task
environment on organisational characteristics (Rhyne, 1985; Lindsay and
Rue, 1980; Hirsch, 1975). The few empirical studies done to date have,
however, provided s o m e indications that the indirect and internal environment do explain organisational characteristics.

Indirect Environment/Organisation
Hall (1982) has argued against the conceptualisation of the external
environment which has been limited to the task sector and has suggested
a much broader view, indicating that the indirect sector is important and
has a significant effect on organisations. His broader view includes the
economic, political, legal, ecological, cultural, demographic and technological factors as well as components of the task environment.
Several conceptual and empirical studies have demonstrated the
importance of this sector on the business survival of organisations.
Glueck's (1980) study of 385 large corporations found economic and
governmental factors to be the most important components. T h e s e
findings were based on the views of the participating organisations over a
45 year period. N e w m a n and Logan (1982) noted that a heightened
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Table 2-4. Summary on the findings from past studies
Environment-Planning Relationships
Environmental
Condition

Planning Design Characteristics as an
Impact of Environmental Condition

Complexity
or
Diversity

Formality of planning process (Negandhi and Prasad,
1971; Negandhi,'75; Grinyer etal. 1986;
Armstrong, 1982; Steiner, 1979)
Sophistication/Comprehensiveness of planning
process (Negandhi, 1975; Khandwalla, 1976; Rhyne,
1985; O d o m and Boxx, 1988)
Adaptive aspect of planning (Miller and Friesen,
1983; Rhyne, 1985)
Integrative aspect of planning (Rhyne, 1985;
Miller, 1987) and use of more complex integrative
mechanism (Galbraith, 1973; Lorsch and Allen, 1973)
Decentralisation of planning or Line Management
Participation in planning (Khandwalla, 1974; Grinyer
etal. 1986; Heau, 1976)
Long-range planning horizon (Negandhi, 1975)
External type information sourcing (Rhyne, 1985)

Uncertainty
or
Volatility
combined
environmental
conditions
++Not
Significant

Less planning formalisation (Grinyer etal. 1986)
Formalised planning process (Lindsay and Rue, 1980)*
N o relationship to formality of planning (Odom and
Boxx, 1988)
Inversely related to plan sophistication (Rhyne, 1985)
under internal sector ++
Positively related to plan sophistication (Rhyne, 1985)
under external sector ++
Less comprehensiveness in decision making
(Frederickson and Mitchell, 1984)
More comprehensive in decision making under stable
condition (Frederickson, 1984)

Environmental
Condition

Planning Design Characteristics as an
Impact of Environmental Condition

Greater centralisation of planning or lower line
management participation (Mintzberg, 1983; Koberg,
1987; Grinyer etal. 1986; Cameron, Kim and
Whetton, 1987)
Shorter planning horizon (Tung, 1979; Lindsay and
Rue, 1980)
Frequent review and appraisal of plans (Negandhi,
1975; Gordon and Miller, 1979; Steiner, 1979; Tung,
1979
Infrequent (less) review and appraisal (Lindsay and
Rue, 1980)

awareness of technological changes and increased public concern for the
natural ecology brought issues to the attention of many organisations and
their central management. Bernard (1977) strongly suggests the need for
senior company executives to "assess the social and political challenge to
their business and formulate and implement social and political strategies
and plans aimed at ensuring the survival and prosperity of their
organisations." H e further commented; "public opinion is moving against
business, action groups inside and outside companies are challenging the
authority of m a n a g e m e n t , and the public officials and politicians are
already framing laws and regulations". Components like ecological,
cultural, and political conditions (Etzioni, 1964), and general economic,
demographic, and political arrangements (Clark, 1965) have been
suggested as having important effects on organisations.
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Hirsch (1975) in a study of two industries, the pharmaceutical and the
phonograph, with regard to three components of the institutional (indirect)
environment, i.e. pricing and distribution, patent and copyright law, and
external opinion-leaders, found strong differences in organisational
effectiveness between the two industries and suggested that the extent of
the organisation's ability to control these environmental components
helps account for the differential performance. The results of this study
imply that components of the indirect environment (thus the sector) are an
important determinant of organisational success. Therefore, w e can
expect a relationship between this sector and organisational characteristics, which m a y be reflected in the corporate planning features employed
by the organisations.
Wilson (1977), basing on his predictions on future change, suggested
that corporate planning must be concerned with a much broader spectrum
of strategic decisions. H e strongly criticised the overemphasis on
economic and technological components as it leaves a company highly
vulnerable to attack from an unexpected quarter. H e suggested the
inclusion of two important factors, the social and political, in corporate
planning parameters; with all four parameters of social, political,
economic and technological factors, business plans can be formulated
with greater assurance.
One of the problems with much of this existing research, however, is
the failure to specify a m o n g listed responses those factors emanating
from the full range of external environmental components. A s pointed out
in Chapter T w o and as discussed with regard to Hall's (1982) theorising
on indirect environment, the constituent components are much more than
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what Wilson, Hirsch, Bernard and Glueck have suggested. However,
these studies have given insights into the development of research
propositions for this thesis which will be outlined after a discussion of the
role of the internal environment.

Internal Environment-Organisation
As Hall (1982) suggests, "external conditions are vital for interorganisational relationships as they impinge upon a focal organisation and
affect the manner in which it interacts with other members of its set. At the
s a m e time, conditions within an organisation are also important". This
statement has a positive structural implication: an organisation must take
into account the internal environment of the organisation itself w h e n
making strategic decisions. T h u s in the adaptation and integration
process, it is crucial that organisation first look inward to assess its
capability (strengths and weaknesses), its structure, culture, and
resources (Wheelen and Hunger, 1983).
In section 3.5, discussion of the various components of the internal
environment as identified from the literature w a s made. These components have been cited as critical for organisational adaptation and
structuring. Steiner (1969) and Lorange (1980) have indicated the need to
consider internal factors in the adaptation process (i.e. planning). Digman
(1986) refers to the internal environment as consisting of stakeholders'
values and their expectations, mission, goals and objectives, and
resources. T h e organisational strengths and weaknesses of a firm are
said to be defined by those factors which influence the organisational
strategies to be pursued. The internal factors, and hence the organisational strengths and weaknesses, should rightfully be matched with the
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environmental opportunities and/or threats before appropriate strategies
or plans are formulated. In the prescriptive planning model developed by
Hartman, White and Crino (1986) internal conditions are also to be
considered in the planning process.
Several empirical studies have found s o m e relationships between
internal environmental factors and organisational characteristics. In his
study of 89 large manufacturing companies, Rhyne (1985) found that the
planning system sophistication employed by those companies is also
significantly related to their internal environment (complexity). Lindsay and
R u e (1980) also found significant relationships between internal environment measures and the planning completeness of the firms studied.

2.9. Organisational Size-Organisation/Planning Studies
Several studies relating organisational size to organisational characteristics have been carried out; most of these studies hypothesised, and in
s o m e cases found, a positive relationship between the two variables (e.g.
Mintzberg, 1983; 1988; Pugh etal., 1968; 1969; Child, 1972). Most of
these studies found a relationship between size and differentiation,
integration and formalisation.
A more significant argument suggests that increased size generates
structural differentiation within organisations and that this in turn enlarges
the absolute (though not the relative) size of an organisation's
administrative component (Blau, 1970; Child, 1972). It also leads to role
specialisation due to an increase in specialist tasks. Its units become more
differentiated and its administrative components are more developed
(Mintzberg, 1983; 1988).
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Others argue that the complexity produced by an increase in
structural differentiation, together with the homogeneity of role within the
various sub-units, causes greater difficulty for managerial control and
coordination of sub-unit activities, hence creating the need for organisational mechanisms as a m e a n s of integrating. This increases the
likelihood that senior m a n a g e m e n t will m a k e use of more formalised
methods as a means of managerial control (Child, 1972). In the language
of planning, as an organisation increases in size, corporate planning
becomes more formalised (Odom and Boxx, 1988). The role specialisation
forces decentralisation or greater line m a n a g e m e n t participation in
decision making and planning (Bower, 1970; Grinyer etal. 1986) and use
of specialist resources (Grinyer etal., 1986).
To counteract organisational differentiation caused by 'largeness' in
organisation and to ensure internal integration, large organisations adopt
sophisticated control systems. This suggests that planning will be more
comprehensive (Calingo, 1984), making use of modern analytical
techniques (Grinyer et al., 1986; Lindsay and Rue, 1980) and more
exhaustive decision making processes as a means of more effective and
better integration (Frederickson and Mitchell, 1984).
Prominent writers on corporate strategic planning have consistently
emphasised the need to consider size factors in designing planning
systems. These writers point to the important bearing of this factor on
systems (Steiner, 1979; Lorange and Vancil, 1976; Schendel, 1977).
Lindsay and Rue (1980) found significant relationships between total
environment and planning components for large organisations but nonsignificant relationships for small organisations. Al-Bazzaz (1977) and
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Grinyer and Ardekani (1981) found that size has an effect on firms'
strategy and planning. Calingo (1984) on the other hand found a
significant relationship between size and three planning variables: a)
comprehensiveness of strategic planning process (r=.238, p<.05), b) size
of the corporate planning unit (r=.482, p<.01), and c) completeness of the
plan documents (r=.282, p<.05). The resource capability of large firms to
employ and invest in strategic planning activities has been taken as an
explanation of this relationship.
The most recent study, by O d o m and Boxx (1988) apart from other
research questions, also attempted to examine whether there w a s a
relationship between the organisational size of churches and the
sophistication of their planning process. They found that the size of a
church exerts a definite influence on its level of planning sophistication
(p<.01). Their findings support their expectation that large and growing
churches tend to be more formal planners.
Odom and Boxx did not make any attempt to examine the effect of
size on other dimensions of planning; neither did they employ rigorous
methodology in investigating size-planning relationships. The degree of
relationships between size and planning formality and with other planning
characteristics w a s therefore unknown. Nor did they investigate
significant differences in planning between small and large firms.
Knowledge of this would be useful and have implications for corporate
planning design.
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2.10. Managerial Values/Belief-Organisation
and Planning Studies
Organisational and planning systems employed in an organisation
m a y be explained by senior management values towards the particular
systems being employed. Burns and Stalker m a y have suggested more
organic/flexible structure to firms operating in an unstable or dynamic
environment, but if the firms' C E O s favour a rigid or mechanistic type
structure, then it is not surprising if such a structure is adopted. O n the
other hand, although a company m a y be operating under a rather stable
and lower environmental complexity which does not justify a formalised
and comprehensive planning process, the "belief" of the C E O m a y
determine the employment of a formalised and comprehensive planning
process, since it is always associated with successful, professionally
managed and innovative organisations. The C E O m a y want to create
such an impression and therefore would be in favour of more formalised
planning.
Steiner (1979) has pointed out that "styles of senior managers will
have an important bearing on planning systems". Styles in this respect
also refers to the values of senior managers and their philosophies.
Although Steiner has no empirical support for this point, other studies
have proven that the "value" factor is an important contingency to
organisational decisions and effectiveness (Peters and Waterman, 1982;
Rower and Boulgarides, 1983). Unlike Steiner (1979), other researchers
have provided detailed conceptualisation of the values/organisation
relationship and have also argued that values are related to organisational
characteristics (Connor and Becker, 1975; Guth and Tagiuri, 1965).
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In discussing what would be an effective role for corporate planners,
Lorange and Vancil (1977) pointed out that the "style of the key executives
involved, particularly the chief executive, m a y be a significant determinant
factor". For example, the Chief Executive of a firm w h o prefers details,
involvement in decision-making process and is constantly overseeing for
operating matters m a y be expected to favour comprehensive planning/
decision making processes with higher centralisation level. O n the other
hand, a Chief Executive w h o has a low tolerance for detail, less or no
intervention in the decision making process and places greater reliance on
delegated responsibilities would be expected to prefer informal planning
with greater participation by line managers in corporate level planning.
T h e r e h a v e b e e n very few, if any, empirical studies relating
managerial values and related variables to the characteristics of corporate
strategic planning. Since, organisational theory suggests that the design
features of planning adopted or implemented by a firm might be explained
by h o w its senior executives value planning, the personal choices of the
Chief Executive m a y also have a strong influence on planning features
adopted.
A closely related empirical study is that of Negandhi (1975) w h o
proposed that the characteristics and values of the various countries might
have implications for long-range planning practices. For example, the
personalistic value in Latin American culture m a y deter participation in
planning. Similarly, the Indian character, lacking time-orientation and with
an absence of commitment, w a s proposed to affect the planning horizon
and its implementation.
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Related to the values variable is "uncertainty avoidance" identified by
Hofstede (1980, 1983) as the degree to which the members

of a society

feel uncomfortable with uncertainty and ambiguity (1984). This feeling of
uncertainty and ambiguity "leads them to beliefs promising certainty and to
maintaining institutions protecting conformity" (1984) and a certain degree
of adaptation is m a d e in order to avoid or minimise such situations. H e
found that a society with a high degree of uncertainty avoidance adapts or
protects itself by establishing greater career stability, intolerance of
deviant ideas or behaviour, and maintains a belief in absolute truths. It
w a s also suggested that this group of societies tend to reduce uncertainty
and anxiety through the adoption of technology, rituals, rules and
regulations. H e argues that a higher Uncertainty Avoidance society prefers
formal rules in writing, formalisation of structures, and standardisation of
procedures. Blunt (1988) mentions fewer written rules, less structuring of
activities, greater involvement of managers in strategy formulation, less
ritual behaviour and high labour turnover for weak Uncertainty Avoidance
societies.
From the organisation theory viewpoint, we could expect in countries
of high uncertainty avoidance more adoption of formalised structure,
characterised by greater written rules and procedures, frequent meetings,
detail, exhaustive and deliberative m a n a g e m e n t activities a m o n g fellow
managers. From the strategic planning viewpoint, greater formalisation
and comprehensiveness in planning activities can be expected from
countries with strong uncertainty avoidance. O n e can also expect most, if
not all, senior managers of such countries to favour or have high belief in
formalised and comprehensive planning. A s Hofstede (1984) says;
"uncertainty avoidance has consequences for the way people build their
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institutions and organizations;" differences in this dimension m a y also
have planning consequences for:
a. The emotional need for formal and informal rules
b. Formalisation, standardisation, and ritualisation of organisations
c. Implicit models of organisations
d. Types of planning used
e. The meaning of time
f. Appeal of precision and punctuality
However, he argues that shorter and medium-term scheduling and
planning will attract greater senior m a n a g e m e n t attention in strong
Uncertainty Avoiding cultures and that strategic planning has been found
to be more popular in weaker Uncertainty Avoidance countries like Great
Britain. In his findings, Malaysia w a s identified as having a low to medium
Uncertainty Avoidance culture. Accepting this characteristics w e would
expect that corporate strategic planning in Malaysia would be quite widely
practised and known a m o n g most business and non-business senior
executives, and that the average planning horizon would be medium-term
and higher. This argument s e e m s to be consistent with the findings of
Rafaei (1985, 1987) which shows that more than 8 0 % of the companies
undertook long-term planning and 5 1 % were reported to have implemented planning of 5-year duration. The findings of M o h a m m e d ' s study
(1988) also confirms the popularity of corporate strategic planning among
the Malaysian Public Enterprises (PEs). It reported that all except one of
the twelve P E s had a 5-year planning horizon and that strategic planning
is practised to varying degrees ranging from an extended budget system
to a fully fledged planning system.
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This research, though not touching in detail aspects of national
cultural values systems, hopes to provide s o m e clues to the question,
"what characteristics of planning does it take to deal with differential
environmental and contextual conditions?" In this study, the "values" (i.e.
managerial values/belief in formalised corporate planning) are measured
at organisational level.
A s u m m a r y of the research findings in this section is s h o w n in
Table 2-5.
Chapter Three reviews and discusses past studies pertaining to
environment in general which are thought important to this thesis.
Importantly, it also briefly discusses the limitation of past studies reviewed
here and in Chapter Three itself.
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Table 2-5. Organisational/Planning Systems Associated
With Organisational Size and Values
Identified From Past Studies

Contextual Variable

Organisational Size

Values/Belief/Styles
and Cultures
* Fatalistic trait
** Personalistic trait

Resultant Organisational/Planning
Characteristics
Bureaucracy (Weber, 1947);
Comprehensive planning
(Calingo, 1984)
Larger size of planning unit
(Calingo, 1984)
Complete planning document
(Calingo, 1984)
Higher planning sophistication
(Odom and Boxx, 1988)
Greater Planning Scope/formality
(Grinyer etal. 1986)
More analytical techniques used;
(Grinyer et al. 1986; Lindsay and
Rue, 1980)
Greater participation in planning
(Grinyer et al. 1986)
Greater formality of planning
Longer plan span (Lindsay & Rue)
(Steiner, 1979)
Greater role of corporate planners
[Lorange and Vancil, 1977)
Short planning horizon*; less
planning participation**
(Negandhi, 1975)
Greater formalisation and higher
structuring of activities
(Hofstede, 1980; 1983)

C H A P T E R III
E N V I R O N M E N T A N D ORGANISATION
3.1. Introduction
The chapter begins with a brief outline of 'environment-organisation'.
This is followed by definitional aspects of both the "environment" and
"organisation". Subsequent sections cover those studies that are
concerned with different dimensions, compositions, transformations, and
measurements of environmental conditions. In this sense it complements
the work on planning systems reviewed in Chapter Two.

3.2. Environment-Organisation Background
Organisational studies before the 1960s adopted a closed-system
approach where the organisation is conceived as being independent of
environmental influences (Emery and Trist, 1969) with greater emphasis
placed on such variables as size, location, ownership, technology,
managerial styles, and strategies. There were exceptions (Bernard,
1938; Selznick, 1947) but the predominant paradigm was one depending
on closed systems.
Externally focussed studies are of relatively recent vintage. Over the
past three decades there have been numerous such studies (e.g. Miller,
1955; Thompson, 1967; Dill, 1958; Katz and Kahn, 1966; Thorelli, 1967;
Emery and Trist, 1969). These externally focussed studies have shown
increasing concern for the impact of external environment factors on
organisational structure and processes. Such emphasis is generally
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known as an open-system perspective which was perhaps first based on
Bertalauffy's "open-system" theorising (Bertalauffy, 1950).
An understanding of environment-organisation linkages requires a
n u m b e r of issues to be addressed. The first deals with definitional
aspects of both "environment" and "organisation". The second concerns
approaches to conceptualising the environment. This also includes a brief
review on the dimension and categorisation of environment and its
components; objective and perceived environment. T h e third issue
concerns the transformation by means of which the environment becomes
known to the members of an organisation. The last issue concerns the
theoretical models in environment/organisation relationship studies.

3.3. The "Environment" and "Organisation". What are they?
The environment is difficult to conceptualise and the word
"environment" itself can be a catchall phrase. Anything that is not part of
an organisation can by definition be viewed as part of the environment. It
has also been said that the boundaries of many organisations are without
proper form and are in effect shapeless.
Several definitions of "environment" have been identified. One
popular definition identifies the 'environment' as those institutions or forces
that affect the performance of the organisation but over which the
organisation has little or no direct control (Churchman, 1968).
Still others have taken a narrow view and specify those components
of the environment that concern the organisations (Dill, 1958; Emery and
Trist, 1965; Osborn and Hunt, 1974; Duncan, 1972; Lawrence and Lorsch,
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1967, Thompson, 1967, etc.). To summarise, these writers have defined
environment as those factors which directly impinge on the organisations'
decision making and those which are considered important to the
organisations' decision makers. Further discussions on this issue are
covered in section 3.5 of this chapter.
A review of the literature identified numerous definitions of
"organisation". Aldrich (1971) preferred a more analytical definition and
stressed that the definition should highlight the social nature of the organisations and that, "organisations are goal oriented, boundary-maintaining
activity systems".
Pfeffer and Salancik (1978) preferred to view organisations as
coalitions which are social instruments and they argued that the
recognition of this "coalition" nature of organisations would facilitate the
definition of an organisation.
Other writers such as Parsons (1956) and Perrow (1970) viewed
organisations quite similarly. For Parsons (1970), organisations are
distinguished from other social collectivities by having s o m e purpose or
goal. For Perrow (1970), organisations are described in terms of their
predominant goal orientations, and the idea that organisations have goals
is o n e of the m o s t c o m m o n l y found aspects of the definition of
organisation (Zedeck and Blood, 1974).
As far as this study is concerned, an organisation's environment
consists of those components or factors external to an organisation which
directly and indirectly impinge on the business activities of such an
organisation.

Included

in this definition are

those

environmental
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components which are internal to the organisation which also impinge on
the business of the organisation. Constituent c o m p o n e n t s of the
environment included in this study are discussed in a later section of this
chapter. The "Organisations" focussed on are formal private enterprises in
Malaysia.

3.4. Dimension of Environment
Aldrich (1979) identified six important dimensions of environments.
Capacity (rich/lean) refers to the relative level of resources available to an
organisation within an environment. Homogeneity/heterogeneity refers to
the degree of similarity/differentiation between the elements of those
factors affecting resources. Stability/instability refers to the extent of
turnover in the elements of the environment. Concentration/dispersion
refers to the degree to which resources, including the population served
and other elements, are evenly distributed over the range of environment
or are concentrated in particular locations. Domain consensus/dissensus
refers to the degree to which an organisation's claim to a specific domain
is disputed or recognised by other organisations. Finally, the environmental turbulence is the extent to which the environments are being
disturbed by increasing rates of environmental interconnection.
Dess and Beard (1982, 1984) arrived at three interpretable factors of
Aldrich's six dimensions, i.e. munificence, dynamism, and complexity.
They defined "munificence" as the extent to which the environment can
support growth. "Dynamism" concerns the level of environmental stability/
instability as measured by turnover, absence of pattern, and unpredictability, and relates to change that is hard to predict and that heightens
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uncertainty for key decision makers. "Complexity", as detailed below,
concerns the heterogeneity and concentration of environmental elements.
Emery and Trist (1965) developed four kinds of environmental
dimension confronted by an organisation; these are based on the degree
of interconnectedness and the extent of change in the environment: (a)
placid - randomized, (b) placid - clustered, (c) disturbed - reactive, and (d)
turbulent field. In terms of change and therefore predictability of an
environment, the placid - randomized environment is relatively unchanging
and poses the least threat and therefore the highest predictability level to
an organisation. Placid - clustered described the environment as relatively
changing but rather slowly, threats to the organisation being clustered
rather than random.
T h e "disturbed reactive" environment is much more complex than
either of the two thus mentioned. Under this condition, competition tends
to be sharp and m a n y organisations compete for a similar market.
Uncertainty is relatively high but m a n a g e r s still c o p e with the
environmental variations. The fourth dimension, the "turbulent field"
environment, is the most unpredictable environment. This dimension,
according to Emery and Trist, is the most complex and dynamic, a result
of increasingly complex interactions among organisations and movement
between the environments themselves. C h a n g e is present most of the
time with a continuous existence of unrelated environmental components
which m a k e s prediction almost impossible, forcing managers to feel that
search will reach satiation level as attempts at information gathering are
fruitless (March and Simon, 1958).
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Dill (1958) examined the environment (task) in terms of differences in
characteristics: unity and homogeneity; stability; disruptiveness of
environmental input; demands for direct personal interaction and routing of
input; and complexity of input. Thompson (1967), building on Dill (1958),
concentrated on two aspects: the perceived degree of homogeneity or
heterogeneity in the environment, and the extent to which the environment
is perceived as being relatively stable or dynamic.
Lawrence and Lorsch (1987) focussed on the perceptual turbulence,
complexity, and diversity of the environment, studying h o w variations in
these dimensions affect an organisation's structuring processes.
Researchers such as Tung (1979), Perrow (1970), Jurkovitch (1974)
and Lindsay and R u e (1980), have also focussed on the change rates of
environment. T u n g (1979), basing her research primarily on the
conceptual work of Perrow (1970); Duncan (1972); and Jurkovitch (1974),
carried out an empirical study on the impact of the dimension of organisational environments on an organisation's structure and the frequency of
changes to plans and policies. She found that, apart from the complexity
and movement (or rate of change) of the environment, the routine occurrence of problems w a s the most relevant dimension explaining the
importance of the environment in relation to variables such as structure
and technology.
Shortell (1977), concludes that the external environment of an
organisation consists of four principal dimensions: complexity, diversity,
instability and uncertainty. H e argues that concepts such as hostility and
dependency are not really dimensions of the external environment perse.
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Rather they must be viewed as factors which modify the form of interaction between an organisation and its external environment.
Shortell defined complexity as the number of external factors with
which an organisation must contend, while diversity is defined as the
extent to which these factors differ from each other as problems to a focal
organisation. Instability refers to the rapidity with which external factors
change over time. Uncertainty is defined as the extent to which those
within an organisation are able to (a) predict the occurrence of an event or
(b) predict its nature, composition or content.
Duncan (1972, 1979) has broken environmental complexity and
instability into four dimensions: simple - static, simple - dynamic, complex static and complex - dynamic. The environment of an organisation is
perceived to be of: low uncertainty for firms operating under simple - static
conditions; moderately high perceived uncertainty under simple - dynamic
conditions; moderately low perceived uncertainty under complex - static
conditions and high perceived uncertainty under complex - dynamic
conditions. T h e number of components of the environment and their
similarity d e p e n d s also on the dimensions. For the simple - static
dimension, there are a small number of components in the environment
which are similar to one another and remain basically the same. For the
simple - dynamic dimension, the number of environmental components
are also relatively small and similar to one another but they are normally in
a continuous process of change. Under complex - static conditions, there
are a large number of dissimilar components which are basically the
same. W h e n conditions are complex - dynamic, a similar characteristic is
expected but these components are in a continuous process of change.
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O s b o m (1971) and Osborn and Hunt (1974) took a different view of
the concept of environmental complexity. Whilst other researchers referred to complexity as the number of factors with which an organisation
must contend (Shortell, 1977), or those that directly influence the organisation's operations (Duncan, 1972; Tung, 1972), complexity as referred to
by O s b o r n (1971) and Osborn and Hunt (1974) is viewed as a
combination of risk, dependency, and inter-organisational interaction.

3.4.1. Dimensions of Environment Chosen for This Study
The key to corporate planning seems to revolve around the impact of
two main environmental dimensions; (a) environmental complexity, and (b)
environmental uncertainty. Planning is a direct organisational attempt to
counteract growing environmental complexity and uncertainty. Further,
both dimensions were among the most frequently used in past conceptual
and empirical studies of the construct environment (Lawrence and Lorsch,
1967; Duncan, 1971; Child, 1972; Osborn and Hunt, 1974; Pennings,
1975; Tung, 1979; Aldrich, 1979; Beard and Dess, 1982). T h e s e
considerations plus the limitations of this study and other constraints have
led to the selection of these two environmental dimensions for further
investigation. In this study, it is the perceived complexity and uncertainty
of the organisational environments which are being investigated. Further
justifications as to the selection of perceived environment as against
objective environment are explained in section 3.8 of this chapter.
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3.5. Categorisation and Components of Environments
Environment can be categorised into three basic groups: task,
general, and internal environment (Dill, 1958; Duncan, 1972; Thompson,
1967; Farmer and Richman, 1964; Perrow, 1972; Neghandi and Reiman,
1972; Bourgeois, 1980a).
Alternatively, a broader perspective can be taken (Osborn 1971;
Osborn and Hunt, 1974). They conceptualised the environment as being
m a d e up of three categories which they describe as macro, aggregation
and task. T h e macro environments were seen as the general cultural
context of a specified geographic area comprising those environmental
factors which also partly explain organisational characteristics. The aggregated environment consists of environmental factors such as associations,
public and interest groups, and constituencies operating within a given
macro environment. The third category is the task element comprising
those environmental factors which are specifically relevant to goal setting.
Dill (1958) was essentially the first to develop this stream of research.
H e conceptualised the environments as comprising four components:
customers, suppliers, competitors and regulatory groups, which were
described as the source of the most critical constraints on managerial
autonomy. Thompson (1967) modified Dill's definition to include clients,
suppliers, competitors and regulators.
Neghandi and Reiman (1973) have a slightly different definition of the
task environment. They include with suppliers and customers, two other
components: distributors and stockholders. Duncan (1971, 1972) conceptualised task environments as comprising five components: customer,
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supplier, competitor, socio - political, and technology, using thirteen
factors to measure these components. Bourgeois (1978, 1985) also
conceptualised five components, using an approach similar to Duncan's
except that the factors of these components are limited to twelve. Other
researchers have emphasized the importance of customers, suppliers,
competitors, and socio - political and technology factors in organisation
design (Hellriegal, Slocum and W o o d m a n , 1983); s o m e are limited to
three factors: customers, suppliers and competitors (Altman, Valenci,
Hodgetts, 1985).
Some writers have preferred to address the "task" environment as a
"specific" environment (Robbins, 1987), being that part of the environment directly relevant to the organisation attaining its corporate objectives; others have used the term "operating" environment (Porter, Lawler
and Hackman, 1975) referring to the set of conditions outside the organisation that have a direct impact on its day-to-day functioning.
In this study, the task category of the environment will be termed the
"direct" environment, referring only to those environmental components in
Malaysian industries which need to be considered for strategic decision
making: competitors, suppliers and customers, following the definition of
Altman, Valenzi, and Hodgetts (1985).
T h e category of the environment termed "general" (Robbins, 1987,
Bourgeois, 1980; Hall, 1982; Dill, 1958; Altman, Valenzi, and Hodgetts,
1985) or "macro" and "aggregate" (Osborn, 1971; Osborn and Hunt, 1974)
or "institutional" (Hirsch, 1975) refers to those environmental components
which m a y have an impact on the organisation, but whose relevance is not
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clear (Robbins, 1987), and includes those forces which m a y affect any
organisation, either directly or indirectly (Altman etal., 1985).
The constituent components of this category as commonly discussed
are: economic, technological, socio - cultural, political - legal, d e m o graphic, physical - natural (Altman, Valenzi, and Hodgetts, 1985); or
educational, legal - political, social - cultural, economic (Farmer and
Richman, 1964); and have also included association, interest groups, and
constituencies in the macro environment (Osborn, 1971; Osborn and
Hunt, 1974). Others (Robbins, 1987; Hall, 1982) have included everything,
such as economic factors, political conditions, social milieu, legal
structures, the ecological situation, and cultural conditions.
In this study, this second category is addressed as the "indirect"
environment, comprising: government regulations, economics, technology,
the law, shareholders, public and business groups, share-holders, and
demographic components.
Few authors have mentioned the role that indirect environment plays
for organisations (e.g. Robbins, 1987; Altman, Valenzi, and Hodgetts,
1985; Hirsch, 1975). In fact Hirsch's (1975) study on three aspects of the
institutional (here termed "indirect") environment, i.e. pricing & distribution,
patent & copyright law, and external opinion-leaders, found a relationship
between these components and organisational effectiveness. H e also
suggested that much of the unexplained variance in present research on
organisational success m a y be due to the complex w e b of this sector.
The third category is the "internal" environment. All those factors
within

the

organisation

which are

considered

important

to

an
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organisation's decisions are included here (Duncan, 1971, 1972; Altman,
et al., 1985). The most c o m m o n and important components appear to be:
size of the organisation (Glueck, 1977) characteristics of employees
(Briscoe, 1980), including employee and managerial education, talent,
capability, intelligence, working and professional exposures (Altman,
Valenzi, and Hodgetts, 1985); definitional factors such as the organisation's public image, basic strategy/mission, distinctive competence and
key vulnerabilities; managerial factors such as organisation structure,
m a n a g e m e n t capability, financial controls, and information systems;
manufacturing factors such as plant and production capability, workforce
availability, unionisation, raw material costs and detailed manufacturing
costs (Rhyne, 1981, 1985).
Duncan (1971, 1972) conceptualised the internal environment as
those relevant physical and social factors within the boundaries of the
organisation that are directly taken into consideration in corporate decision
making. H e identified three main components of the internal environment,
comprising twelve factors (Duncan, 1968). T h e s e components are:
organisational personnel, an organisation's functional and staff units, and
organisational level.
In this study, only four of the components identified above are
included in consideration of the internal environment: product/service
quality system, staff/managerial capability, operations and/or engineering
capability, and definitional factors.
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3.6. Theoretical Models: Environment/
Organisation Relationships
Over the past three decades numerous studies attempting to
examine the environment - organisation relationship have been carried
out. O n e of the goals of these studies was to develop a comprehensive
model of environment/organisation interaction. A number of competing
theoretical models have been developed, each with a different perspective
on the issue of whether the organisation influences the environment or the
environment is deterministic.
One of the more recent models is the population ecology (or the
natural selection) model reflected in the work of Hannan and Freeman
(1977) and later expanded by Aldrich (1979). The focus of this model is on
the environment as a major force shaping organisational change. It is
based on the natural selection model of biological ecology which
maintains that only the fittest will survive. Population ecologists argue that
organisational forces must either fit their environmental niches or fail. In
this model, organisations have very limited free will to govern their own
destiny (Hampton, Summer, Webber, 1987) and managerial motives and
abilities are completely ignored (Robbins, 1987).
The second model, best characterized by the work of Thompson
(1967) is commonly referred to as the adaptation model. This model has
the view that an organisation has a certain amount of control over external
conditions and events.
The third model found in the work of Pfeffer and Salancik (1978), is
the resource dependence model. Though this model is closely related to
the population ecology model, it posits a slightly less deterministic position
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for the external environment. Here, the key to organisational survival is the
ability of organisations to acquire and maintain resources from the
environment. This model further posits that organisations face the
prospect either of not surviving or of changing their activities w h e n
environments, believed to be dependable, change.
Closely resembling the resource dependence model is the
contingency model developed and expanded by researchers such as Dill
(1958), Burns and Stalker (1961), W o o d w a r d (1965), Lawrence and
Lorsch (1967), and Duncan (1972). This model acknowledges that scarce
resources and selectivity "out there" play important roles in determining
the destiny of an organisation. But it also holds that m a n a g e r s in
organisations have a certain amount of free will and control. They can
change organisational form in w a y s that adapt organisations to the
environment.
The last model pertaining to environment/organisation relationships is
the 'strategic view' model developed and perfected by Child (1972). It
accords the organisations (managers) considerable flexibility in helping
organisations fit society by what Child (1972) s a w as two important
decision-making processes: strategy formulation and policy formulation.
The limitations of all the above models point to a need to cover other
categories of environments. Investigators have often operationally defined
the external environment as the "task" or "direct" environment. O n e
consequence of this limiting focus is a failure to explain fully organisational
adaptation to events arising from the actions of individuals or
organisations which are not part of the task environment. Nor do these
models deal with corporate strategic decision or planning choices open to
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the organisation in its attempt to influence also the other category of the
environment: the indirect, or general, environment. Very limited studies
have been carried out which attempt to examine the relationship of the
internal environment of the organisation to its organisational characteristics (Duncan, 1972; Lindsay and Rue, 1980; Rhyne, 1985) and its
effect on the organisation.

3.7. The "Conversion" of Environment to Organisational
Decision Making
3.7.1. How Environments are Known
How the environment or context comes to affect the structures or
decisions of organisations is an important question. Since this research is
intimately concerned with the impact of the environment on planning
systems and processes, what follows is a synthesis of past studies
addressing this issue.
Attempts to classify the environment in terms of its components tend
to focus attention on the issue of which environment is organisationally
more relevant: the real or objective environment as measured by s o m e
groups outside the organisation; or the environment as perceived by those
inside the organisation. This focus raises further issues: which
components of the environment are more relevant to the organisation?
H o w do they become so important? What causes them to b e c o m e
more or less important to the organisation?
Starbuck (1976) argues that an organisation only examines its
environmental choices due to external pressures and only "re-evaluates
(re-examines) those environmental segments which are under attack".
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T h e essence of his point of view is that the processes by which
organisations determine which environments they will select are "neither
explicit, thoughtful, nor orderly" (1976). In this study, this selection
process is referred to as a 'conversion' process as it deals with h o w
environmental events are translated or converted to organisational
decisions.
Weick (1969), basing his research on the work of Mead (1956);
Allport (1967); Skinner (1963; 1966); Ben (1965; 1967); Garfinkel (1967);
Schachter (1967) and Schutz (1967), argues that organisation members
"create" the environment to which the organisation then adapts, and
further emphasises that they "enact" the environment instead of "reacting"
to it.
B a s e d on the conceptual work of Schutz (1967), Weick's
"enactment" concept requires one to cultivate an exquisite sensitivity to
time (1969):
"Given this concept of time, several properties of an enacted
environment now become apparent. First, the creation of
becoming an attentional process, but it is attention to that
which has already occurred. Second, since the attention is
diverted backward from a specific point in time (a specific here
and now), whatever is occurring at the moment will influence
what the person discovers when he glances backward...".
The implication of this argument, according to Pfeffer and Salancik
(1978) is that meaning is retrospective, or that actions are known only
after they have been completed. This is especially true because the
processes of attention (i.e. before enactment takes place) are only
developed as the enactors respond to the environmental events or
actions. Decisions are only m a d e afterwards and are therefore lagged in
time, an argument developed by Pfeffer and Salancik and Weick.
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Further implications of Weick's concept of enactment can be applied
to our understanding of the effect of organisational decision making on
environments. W h a t the environment is, can be meaningless without
giving due consideration to those decision makers or individuals w h o
actually go through the enactment process in designing and structuring
the organisational programs, plans or systems (Pfeffer and Salancik
1978). This could m e a n that the s a m e "objective" environment m a y
appear differently to different organisations. This m a y explain why past
studies using so-called "objective" or "hard" (i.e. non-conceptual)
measures of environmental variables have largely failed to predict
organisational responses (Miles, S n o w and Pfeffer, 1974).
Child (1972) suggests that the decisions of an organisation's
corporate management determine the limits to its environment. H e further
emphasises that:
..the boundaries separating the organisation and the environment are defined by these kinds of relationships which its
decision-makers chose to enter upon with their equivalents in
other organisations, or by constraints which more dominant
counterparts impose upon thenf.
Clearly, there is a sound theoretical basis for the proposition that
organisational decision makers have s o m e choice in determining which
components of the environment they will recognise. O n the other hand, as
Child implies, the external environment can force an organisation to
recognise its existence. Where choice is left to the organisation, however,
it is important to understand what factors m a y lead it to select s o m e
environments for attention and to ignore others.
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Miles and S n o w (1978) take the position that previous domain
selection will limit the relevance of many external environmental components to an organisation, as will the organisation's current structure and its
past and current patterns of strategic organisational behaviour. They have
demonstrated, for example, that varying types of strategic behaviour lead
an organisation to attend to differing ranges of external environments.
S n o w and Hrebiniak (1980) provide additional empirical support for this
conclusion. Pfeffer and Salancik (1978) also argue that organisational
characteristics such as structure are another critical determinant of the
environmental components and information which need to be selected and
attended to. They argue that the selection of environmental components
will be based on the importance of, or emphasis placed on, organisational
units. For example, a materials m a n a g e m e n t division will put greater
emphasis on suppliers and economic components of the environment. In
the s a m e vein, a marketing unit would place greater importance, and
concentrate more efforts, on the customer component.
In addition to organisational level characteristics, individual level
variables are important determinants of environmental selection or
conversion. This will also depend on an individual's hierarchical position
in the organisation. A professionally qualified planning manager with
several years of exposure might be expected to see immediately the
strategic importance of a change in a government's specific fiscal policy,
whereas a rather unexposed, less qualified manager might not be able to
appreciate the implication of such fiscal policy change.
In summary, a number of studies provide support for the conclusion
that all components of the external environment m a y not be selected or
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attended to by the organisation. The first phase of the environmental
conversion or selection may be said to be similar to establishing a field of
vision. Perception provides a picture of what is taking place within a field
of vision defined in the selection process. It is the existence of
perceptional differences which can lead, for example, to the situation
where two organisations operating under similar environmental conditions
can conclude, respectively, that nothing is changing or that everything is
changing (Perrow, 1970).

3.8. Objective and Perceived Environments
T h e model on which this study is based explicitly recognises a
perceived environment

instead of an objective environment

and

investigates its association with the various corporate planning characteristics employed by Malaysian firms. It is based on the premise that it is
the perceived environment which influences the extent of the planning
processes employed by organisations. What follows is a justification for
this selection and a synthesis of past studies addressing this issue.
T w o kinds of environments have been emphasised: the "objective" or
the "real" environment (Tosi, Aldag, and Storey, 1973; Bourgeois, 1985;
Snyder and Glueck, 1982; Dess and Beard, 1984) and that perceived by
organisational decision makers (Duncan, 1972; Lawrence and Lorsch,
1967; Dill, 1958; Burns and Stalker, 1961; Tung, 1979; Anderson and
Paine, 1975). The question of which approach is more important is a very
subjective issue as it depends on one's research interests and objectives.
However, several debates and controversies on perceived environmental
approach have ensued (Tosi etal., 1973; Downey etal., 1975).
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A review of the studies of both Tosi et al. and D o w n e y et al.
indicated problems with the reliability and validity of instruments designed
and used by earlier researchers, such as Duncan, (1972) and Lawrence
and Lorsch, (1967). The instruments that Lawrence and Lorsch used to
measure perceived environmental uncertainty, according to Tosi etal.,
were methodologically inadequate as indicated by the reliability coefficient,
inter-item correlation, and factor analysis results. Most important w a s the
finding that the scales scores of perceived environmental uncertainty were
negatively and nonsignificantly correlated with industry and firm volatility
(real environment) measures. D o w n e y etal. in critically reviewing the
research of both Lawrence and Lorsch and Duncan also discovered that
there were no statistically significant relations between subscales used by
Lawrence and Lorsch, and that only two of Duncan's subscales were
significantly related. N o correlation was found between those subscales
used by Lawrence and Lorsch and that of Duncan. Moreover, Duncan's
hypotheses pertaining to environmental uncertainty - stability/complexity
relations did not gain any statistical support.
T h e problem is not the use of a perceptual measure of the environment, but that instrument design m a y be unreliable for measuring
perceived uncertainty. Following Weick's enactment theory, whatever
decisions a manager wants to m a k e today will be influenced by his, or
her, perception of the influencing or contextual variables (e.g. government
regulations on banking practices). The use of perceptual measures is
rightfully considered more appropriate in those studies attempting to
investigate the effect of environmental conditions on organisational
decisions (e.g. n e w planning design features to be installed). Anderson
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and Paine (1975) support this argument in that perceptions of environmental characteristics are important properties to be considered in the
strategic decision process rather than in the objective environment.
Snow (1976) also points out that firms act upon and respond only to an
environment that their corporate management have perceived.
Basing his analysis on this concept, Bourgeois (1985) clarified the
situation where certain firms operating under similar environmental
conditions pursue different strategies and achieve different performance
levels.
Several studies on managerial perceptions (i.e following Weick's
(1969) argument) have been carried out and strong statistical support has
encouraged m o r e researchers to use perceptual measures in their
studies, which m a y explain the reduction in the use of objective or true
measures. In a review of past studies on managerial perceptions,
Anderson and Paine (1975) found a large body of evidence to exist that
supports this position.
They found that managerial perceptions and actions strongly
influence responses by the organisations to their particular environment
and that actions taken by the organisation in responding to its environment
are consistent with managerial perception rather than with the objective
characteristics of the environment. It w a s suggested that the managerial
process is independent of the environment, but the environment does
provide input into the manager's strategy making process. It w a s
emphasised that organisational response is strongly influenced by the
perceptual process.
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Based on this argument, this study attempts to analyse h o w
Malaysian firms (via their senior managers) w'ewthe condition of their
environment and how these w'etvs or perceptions of the environmental
conditions (particularly complexity and uncertainty) are related to their
planning systems dimensions and systems orientations. A s explained
above, this study does not purport to investigate or describe the nature of
the Malaysian business environment. For this reason, objective
measurement of the environmental complexity and instability is beyond
the scope of this study. This argument can be related directly to Snow
and Darran's (1979) original statement:
"...that perceptual measures are appropriate when an
investigation is attempting to determine how an organization (its
managers) views the behaviour of the environment, because any
response subsequently developed will be consistent with these
perceptions. However, this approach is less appropriate when the
investigation is trying to describe the nature of the environment; in
these cases, it is preferable to have both perceptual and objective
measures".
In Chapter Four, details pertaining to the measurement of these
perceptual environmental conditions will be dealt with.

3.9. Environmental Uncertainty - A Synthesis
A review of past literature reveals that concepts such as
"uncertainty", "environmental uncertainty", and "perceived environmental
uncertainty" have continued to play a critical and central role in
organisation theory and strategic management research. Uncertainty
concerning the environment has long been recognised as a critical
variable in explaining organisational characteristics and its performance
(e.q. March and Simon, 1958). Numerous theoretical and empirical
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studies have been carried out to conceptualise and measure uncertainty
(Cyert and March, 1963; Emery and Trist, 1965; Thompson, 1967;
Lawrence and Lorsch, 1967; Duncan, 1972; Downey and Slocum, 1975;
Downey etal., 1977; Miles, 1980; Aldag and Storey, 1983; etc). Given the
myriad conceptual and empirical studies addressing the uncertainty
issues, this research addresses two uncertainty issues; (a) definitional and
conceptual; and (b) methodological.

3.9.1. Definitional and Conceptual Issues
Various definitions have been coined by different researchers and
each has focussed their definition of uncertainty on the internal and/or
external environment as a source of uncertainty. For March and Simon
(1958), uncertainty was taken to be a lack of internal control and they
proposed internal structural actions to reduce the impact of uncertainty on
a system equilibrium. The external environment in March and Simon's
definition is a secondary factor in influencing uncertainty. However, other
researchers (Burns and Stalker, 1961; Chandler, 1962; Cyert and March,
1963; Emery and Trist, 1965; Lawrence and Lorsch, 1967 and Duncan,
1972, 1973) treated the external environment as a source of uncertainty.
But for other researchers (Thompson, 1967; Terreberry, 1968; Perrow,
1970; Child, 1970; and Galbraith, 1973) both internal and external
environment are taken as sources of uncertainty. Child (1972) suggests
decision makers have choices and influence, rather than an uncertainty
imperative.
Burns and Stalker (1961) were among the first to recognise the
importance of, and to utilise, the concept of uncertainty. Although they
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m a d e no attempt systematically to isolate dimensions utilised in describing
uncertainty, they conceptually defined uncertainty as an unpredictable
external environment.
Lawrence and Lorsch (1967) defined uncertainty as comprised of (a)
lack of clarity of information, (b) general uncertainty of causal relationships, and (c) time spans of feedback about results. Duncan (1972, 1973)
has more or less defined uncertainty along the s a m e lines (i.e. lack of
knowledge) by including three components making up or contributing to
the decision maker's perception of environmental uncertainty: (a) lack of
information regarding environmental factors, (b) not knowing the outcome
of a specific decision, and (c) not being able to assign probabilities.
In a study to develop a comprehensive typology for interpreting and
analysing organisational environments, T u n g (1979) has included
"perceived rate of change" as one of the definitions of environmental
uncertainty which comprises two subcomponents: change rate and the
stability of change (i.e. predictability of the change rate). The definition and
operationalisation of uncertainty in each of these studies appear rather
complex and m a y impose s o m e difficulties in actually measuring and
responding to them.
Miles (1980) makes an explicit linkage between decision making and
uncertainty, viewing decision making uncertainty as arising out of a series
of individual and/or organisational "filters" which determine the level of
uncertainty a decision maker experiences with respect to the environment
he faces. In Mile's study, "executive decision making uncertainty" w a s
argued as the effect of nine dimensions of environment, namely;
complexity, routineness, interconnectedness, remoteness, rate of change,
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unpredictability of change, output receptiveness, domain choice, flexibility,
and resource scarcity. These nine environmental dimensions were
grouped into three different clusters; environmental statics, environmental
dynamics, and environmental receptivity.
Another recent study which has synthesised the uncertainty concept
w a s by Lawrence (1981), in that "uncertainty" w a s conceptually and
operationally described as the product of a chain of relationships between
unpredictability (due to instability and ignorance of data and cause/effects)
and complexity (due to number of variables and interdependence of
variables). Within the realm of these "more general environmental
uncertainties", Lawrence believes a set of "strategic uncertainties" exist,
which are of "survival importance for focal institutions".
Other researchers (e.g. Huber and Daft, 1987) defined perceived
environmental uncertainty as being the absence of information about
organisations, activities and events in the environment. It is also the
difference between available information and derived information. But
Daft, S o r m u n e n , and Parks (1988) in their study of h o w c o m p a n y
m a n a g e r s learn about their environment, did not treat perceived
uncertainty as a determinant of organisational action unless the external
events were perceived as important. They referred to this uncertainty as
"perceived strategic uncertainty" defined as the combination of environmental importance and perceived uncertainty.
Other researchers have taken a more simplified definition compared
to earlier studies which were considered complex and confusing in the
operationalisation of their definitions. Argote (1982), basing his research
on work done in the areas of cybernetics, conceptualised uncertainty "as a
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function of the number of choices or alternatives in a given situation, and
of the probability of various alternatives occurring". Uncertainty is said to
be greatest w h e n there are several choices available and w h e n these
choices are equally likely to occur. O n the other hand, if alternatives are
few and one alternative is more likely than the others, uncertainty is said
to be low.
In each of the studies just outlined, it appears that environmental
uncertainty has been defined and operationalised differently. There is little
uniformity in the definition and conceptualisation of this construct, although
most of it appears to be overlapping and mainly dealing with the degree of
predictability. T h e review also revealed s o m e lack of consensus on
conceptual and operational definitions which is thought to inhibit richer
theoretical development. Lawrence (1980) agreed, and commented that
environmental uncertainty w a s not treated with conceptual clarity, and that
researchers continuously face trouble in finding a strong, persuasive way
of defining this construct. It is the view of this study that, in operationalising and measuring uncertainty constructs, past researchers have used
an unnecessarily complex approach.

3.9.2. Methodological Issues
O n e stream of past literature dealing with the uncertainty construct
involves methodological issues. This has tended to dominate recent
discussion of uncertainty. While these issues will be treated in more detail
in Chapter Five, a brief review of them at this point m a y be helpful to
understand the choice of the environmental uncertainty measure for this
study.
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T w o main debates on uncertainty construct have been identified from
a review of past studies: (a) whether uncertainty should be considered a
characteristic of either an individual or organisation, or simply as an
environmental attribute (Downey etal., 1975; Starbuck, 1976); and, (b) the
question of the appropriateness of measures of the construct (Tosi etal.,
1973; D o w n e y etal., 1975). But for the purpose of this study, a review of
the second debate is made.
On the question of the appropriateness of measures of the
uncertainty construct, two studies (Tosi, Aldag and Storey, 1973; Downey
et al., 1975) designed to replicate and test the instrument used by
Lawrence and Lorsch (1967) and Duncan (1971), found contradictory
results. In particular, Tosi etal., in replicating Lawrence and Lorsch's
questionnaire found:
a) low reliability coefficients for the subjective measures
(i.e. .11,.38, .52),
b) low and inconsistent inter-item correlations (i.e. .04, .12, .27),
c) the three subscales used did not emerge (after factor analysis)
as coherent subscales,
d) negative or insignificant correlation between the scale scores of
perceived uncertainty and industry and firm volatility measures.
However, Downey et al. in administering both Lawrence and Lorsch's
and Duncan's instruments, found:
a) Lawrence and Lorsch's instruments failed to meet Nunnally's
suggested reliability coefficient of .5 (i.e. -.3, .35, .08),
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b) only two of Duncan's subscales achieved acceptable reliability
level (i.e. .59, .26, .66),
c) correlation between Lawrence and Lorsch's and Duncan's
uncertainty scales was insignificant (r=.14, p <.30).
While this review is not intended to detail this issue, the observations
m a d e from this review indicated the presence of inconsistencies and
contradictions. In his study, Duncan found significant positive correlation
between high uncertainty and high complexity; the findings of D o w n e y et
al. w e r e opposite. D o w n e y et al. also did not find a high degree of
commonality between Duncan and Lawrence and Lorsch's uncertainty
subscales, even though they were meant to measure similar constructs.

3.10. Conclusion and Limitations of Previous Research
Into Environment and Organisation/Planning
This section summarises the limitations and shortcomings of past
studies on environment/organisation & planning relationships. Most of
the points highlighted in this section concern those studies which have
been reviewed and synthesised in Chapter Two. It also summarises limitations of those studies pertaining to environment in general which have
been reviewed in this chapter.
Environmental factors associated with both the internal and external
environment appear to have been of lesser concern to strategic management scholars, especially as they relate to strategic planning. While there
have been several conceptual studies carried out on the categorisation of
the environment, a review of past studies in fact discovered very limited
empirical work investigating both indirect (e.g. Hirsch, 1975) and internal
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environment-organisation relationships. T h e trend of past empirical
studies in analysing the external environment tended to be largely within
the context of task or direct environment. Most studies on the external
environment have been premised on the belief that this category is more
important and that it comprises the key set within a domain.
Those studies that have included the internal environment sector in
their research (e.g. Duncan, 1972; Tung, 1979; O d o m and Boxx, 1988;
Rhyne, 1985; 1987; Grinyer ef al., 1985) tended to be limited to the
examination of the effect of total environment on organisational variables
under study without separate analyses of these two sectors.
There may be a preconception that the task or direct environment is
the m o s t important and that the other categories are relatively
unimportant. This explains the preoccupation with this category. A s
mentioned earlier, several conceptual studies have argued for the
importance and role of the non-task environment in organisational characteristics and decisions. It can be a s s u m e d that s o m e degree of
relationship and influence does exist, if not always to a great extent. The
present state of the theory (if it exists) m a k e s it difficult, though not
impossible, for researchers to develop strong theoretical models on
environment - planning linkages, in particular the relationship between the
non-task categories and the latter. However, strategic m a n a g e m e n t
researchers could perhaps undertake an inductive study and see whether
these two categories do relate to and explain planning systems/process. It
is the aim of this study to approach this research along this line of thought.
Thus, it would be from the point of view of research a logical and
appropriate step to include non-task categories (i.e. indirect and internal
environmental factors).
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In measuring environmental uncertainty and complexity as perceived
by top managers or decision makers, most researchers have attempted to
use complex and complicated (at least from the respondents' point of
view) devices/instruments and expect busy managers/decision makers to
respond to all questions (e.g. Duncan, 1972; Osborn and Hunt, 1974;
Tung, 1979; Bourgeois, 1980; Lindsay and Rue, 1980). Data collected
were then applied to the respective formulae to arrive at the desired
measures. While there are theoretical bases for the methods adopted, the
view is that these methods overly complicate formulation of the concept
and might be methodologically unsound since it is conceivable that
respondents might employ different calculi in arriving at their decisions on
the complexity/uncertainty of individual factors. In this respect, it is
appropriate for a straightforward approach to be used. Perhaps it is for this
reason that later studies opted for a more straightforward approach (e.g.
Argote, 1982; Koberg, 1987; O d o m and Boxx, 1988) in order to facilitate
responses and computation of scores.
Most past studies have been preoccupied with the formality of
planning and this view has tended to motivate researchers to sample only
'formal planners' in their investigation. The danger in this is that findings
m a y not be applicable, and therefore may not be useful to, 'non-planners'
organisations.
Several strategic planning theorists have argued that all
organisations do engage in planning activities and the processes in
undertaking planning are essentially similar whether the organisation is
large or small (Vancil and Lorange, 1983). They have also argued that
planning can be placed on a continuum, from very simple systems to
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extremely complex, comprehensive, formalised systems (Steiner, 1979).
Hence, the sampling of only 'formalised planners' organisations is, in this
respect, methodologically inadequate. A s Ramanujam and Venkatraman
(1987) argue; "while these labels m a y have been appropriate in the early
stages of formal planning, they are probably no longer appropriate ... few
large corporations would belong to the 'non-planner' category today".
Corporate planning used to be viewed as a separate dimension in
terms of dichotomous classification of 'formal planners' and/or 'informal
planners' (Ramanujam and Venkatraman, 1987). But planning has been
conceptualised as a multidimensional concept and as a multifaceted
management system (Hax and Majluf, 1984; Lorange and Vancil, 1977).
Therefore, this study looks at the multifacets of planning.
There are few studies that examine the right planning design features
under specific environmental conditions to develop a theory of, "planning
models for organisational effectiveness under different environmental
conditions". Those studies tend to be too narrow in their approach, in that
the non-task environment sector, and in particular the indirect sector, has
not been investigated comprehensively. There is also a lack of attention
to the role of other important contextual factors, e.g. organisational size
and managerial values/styles. S o m e empirical support w a s found for the
argument that organisational structuring is partly explained by these
factors but there are very few (if any) empirical studies that relate it to
planning designs/systems.
Most planning studies had 'large organisations' as their only unit of
analysis (Tung, 1979; Rhyne, 1985; 1987; Ramanujam and Venkatraman,
1987; Ramanujam et al., 1988) prompted by their assumption that only
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large organisations plan. Since all organisations engage in planning
whatever results obtained would in all likelihood be inapplicable to smaller
organisations (Chen and Smith, 1987). Importantly, and from a research
viewpoint, there is this missing link in the environment-planning theory
with attendant research implications.
Most previous planning studies have focussed on developed
countries and little attention has been paid to planning practices in
developing countries, including of course Malaysia. S o m e of the studies
done so far (Rafaei, 1986; M o h a m m e d , 1988) have however provided a
useful database as to the status and characteristics of corporate strategic
planning adopted by Malaysian private and public enterprises. This
research goes one step further in investigating the role and impact of
environmental conditions and other contextual factors on corporate
planning processes among Malaysian private enterprises. Planning in this
case is conceptualised as being a multifaceted and multidimensional
system. Any analysis of this question will throw light on why planning has
failed in s o m e Malaysian organisations and will provide input to the
development of appropriate system designs in different environmental and
contextual situations.
Chapter Four n o w covers issues pertaining to the theoretical
framework and hypothesis development of this thesis. In the interest of
brevity, that treatment will build on the broad foundations which have been
set forth in Chapter T w o and this chapter.

CHAPTER IV
THEORETICAL FRAMEWORK AND HYPOTHESES
An outline of previous studies (both conceptual and empirical) has
been provided above focussing on environment in general (Chapter III) as
well as environment-organisation/planning linkages (Chapter II). It is now
relevant to discuss the conceptual framework of this study and set out the
hypotheses to be tested.

4.1. An Overview of The Research Framework
The model constructed here is derived from syntheses of the studies
thus far discussed. It explicitly recognises that senior management's
decisions are based on their perception of the environments within which
they operate (see Figure 2) and tests, in hypotheses 1 and 2, the
association between perceived environmental conditions and the various
planning dimensions included in this study.
This model is based on the assumption that a number of contextual
variables, namely, organisation size and managerial values, will not only
be related to planning characteristics but also moderate the environmentplanning relationships. This study is limited to testing relationships
between these contextual factors and planning characteristics. While data
on s o m e of these moderating variables have been collected, the assumptions on which they rest are not explicitly tested in this study. Hypotheses
3, 4, and 5 are set forth but await empirical testing.
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Figure 2. Conceptual Model of This Study
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It is postulated that an organisation, to remain viable and competitive,
adapts itself to the environment as perceived by its senior m a n a g e m e n t
through the use of m a n a g e m e n t adaptive devices, in particular planning,
to facilitate differentiation and integrative activities.
In summary, the model reflects a set of relationships in which the
design characteristics of an organisation's corporate strategic planning
are seen as a function of the environmental conditions as perceived by its
senior managers. While the perceived complexity of the environment is
a s s u m e d to be a primary determinant in planning choice, this study
expects roles played by managerial value/beliefs and organisation size to
be very significant.
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4.2. The Theoretical Framework and Hypotheses
Underlying this research is a premise that many of the critical
constraints and contingencies with which organisations must cope arise
out of the total environment, i.e. the direct (task), indirect (general), and
internal environments as perceived by organisational members (here
referring to senior managers). It has been argued that the objective or real
environment does not affect the organisation directly, but through the
perception of its decision makers; an organisation responds only to what
it perceives. Figure 3 illustrates this view. Justification for the selection of
perceived environment was presented in section 3.9 of Chapter Three.

4.2.1. The Influence of Environmental Complexity/Diversity:
Adaptation and Integration Through Planning
The use of various organisational devices to aid the adaptation
process will vary from simple devices in simple, stable conditions to
sophisticated devices in extremely complex and unstable conditions,
influencing differentiation and integration (Lawrence and Lorch, 1967).

Figure 3. Objective-Perceived Environment Organisational
Structuring Relationship
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In the discussions of this above (section 2.8.1) it w a s noted that
environmental complexity and instability have been found to force
organisations to differentiate and integrate.
Differentiation leads to higher organisational tasks for senior
m a n a g e m e n t and an increase in specialised sub-environments of the
organisation, creating both a state of divisional autonomy, and role
specialisation. Consequently, the complexity produced by differentiation
and the homogeneity of role within the various sub-units cause greater
difficulty for corporate coordination and control of sub-unit activities. To
overcome this problem, an organisation requires corporate devices as a
countervailing force to both differentiation and sub-unitisation (departmentalisation). These organisational design requirements are, in turn,
reflected in choices as to the design of the corporate strategic planning
systems.
Grinyer etal's study found that divisionalisation and diversification,
the correlates of complexity, are related to the "bureaucratic" features of
corporate devices and are characterised by a wider scope of written
corporate plans, formality of the planning process, and the delegation to
line managers/planners of generation of alternatives. This clearly suggests
that w h e n an organisation's environment becomes more complex, greater
bureaucracy is practised as a m e a n s of achieving integration through
higher differentiation.
Another bureaucratic feature expected under such conditions is a
greater use of m a n a g e m e n t analytical techniques to reduce uncertainty
from increased complexity/diversity. The use of sophisticated evaluative
techniques (e.g. B C G techniques, Zero-based budgeting, Shareholder
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analysis, and PIMS) reduces the probability of making major mistakes. As
all of these models can be computer linked, rapid results can be obtained
to achieve faster effective decision making.
Lawrence and Lorsch found effective organisations tended to
integrate more under high differentiation. Thus, w e can expect more
usage of formal devices to integrate activities, which means that greater
comprehensiveness of both planning and decision making processes is
used as an integrating device. These m a y include standardisation of
corporate strategic planning output and processes characterised by a
greater degree of formalisation as a means of effective control. A greater
degree of deliberation can be expected in the decision making processes
as a means of integrating and as a countervailing force to differentiation.
O n e of the obvious findings of past studies on the outcome of
environmental complexity has been the decentralisation of organisational
structure to involve lower or line management participation in decisionmaking (e.g. organisation theorists - Burns and Stalker, 1961; Chandler,
1962; H a g e and Aiken, 1967; Pugh etal. 1969; Child, 1973; Mintzberg,
1983 and strategic theorists' management researches - Khandwalla,
1974; Heau, 1976; Lindsay and Rue, 1980; Calingo, 1984; and Grinyer et
al., 1986). They conceptualised and/or found that organisations operating
in more complex/diverse environments adapted themselves by allowing
greater participation of lower line management in decision making. Grinyer
etal. (1986) mentioned four factors that constitute diversity: corporate
size; divisionalisation; number of sites; and product diversity. They
added that all these factors tend to c o m e together creating greater
complexity in decision making processes.
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There are numerous factors which senior executives have to face in
dealing with this environmental condition: the need for detailed knowledge
at lower levels (due to role specialisation), the fact that most senior
executives are generalists rstther than specialists, and are unable to cope
with increasing complexities. It is therefore to be expected that a certain
amount of delegation might be the most c o m m o n practice among organisations facing complex/diverse situations. Corporate planning activities
might also involve line management executives who are specialists in the
trade. This managerial practice of lower level delegation or decentralisation has also been taken to represent another bureaucratic strategy of
integrative control (Child, 1973).
The complexity faced by an organisation may be expected to be
represented almost entirely by factors and components of the external
environment sector (direct and indirect). For example, a change in
government fiscal policy, economic deregulation, introduction of new technology, increasing public and business interest groups, or international
economic and trade sanctions, are all damaging external events to which
organisations should be sensitive. This sensitivity is reflected in the
degree of external orientations of the adaptive mechanisms employed. W e
might therefore expect externally orientated corporate planning with more
attention given to external facets of the organisation. This might be
characterised by more emphasis on most of the following factors:
economic and business conditions, regulatory issues; technological
trends; political issues; global competition; and suppliers' trends.
(Venkatraman and Ramanujam, 1987). Empirical support for the above
can be found in several studies, including Lindsay and R u e (1980),
Armstrong, 1982; Miller and Friesen (1983). The complexity/diversity in
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the environment also creates a situation where there exist too m a n y
factors requiring potentially inconsistent responses. This creates the need
for a more proactive analytic orientation in organisational planning, as it
becomes impossible to maintain purposeful, goal oriented behaviour in a
reactive mode. Appendix II illustrates the preceding discussions.
The first hypothesis to be tested in this study concerns the expected
strength of the relationships between total perceived environmental
complexity and the planning characteristics chosen for this study, as
follows:

HYPOTHESIS H1a.0:
Planning characteristics employed by an organisation are
related positively to the environmental complexity perceived by
senior managers.
Table 4-1 illustrates the relationships suggested in hypothesis H1a.O
above.
Given the hypothesised positive relationship between total environmental complexity and planning characteristics, w e would expect
different degrees of planning being employed between firms perceiving
low and high complexity levels, a relationship not examined by any study
previously quoted. The second hypothesis (H1b.0) requiring empirical
backing and to be tested in this study can thus be stated as follows:
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Table 4-1. Hypothesised Relationships Between Perceived
Environmental Complexity and Planning
Characteristics
Planning Characteristics
Examined

Nature of Relationship
with Complexity

H1a.1:

Formalisation of planning
process

+ve

H1a.2:

Comprehensiveness of planning
process

+ve

H1a.3:

Deliberativeness of decision
making processes

+ve

H1a.4:

Analytical techniques used
to aid planning decisions

+ve

H1a.5:

Line management participation
in corporate planning process

+ve

H1a.6:

Emphasis on External Orientation

+ve

H1a.7:

Extent of proactiveness of
planning

+ve

H Y P O T H E S I S H1b.O:
T h e planning m e a n for firms perceiving higher environmental
complexity will be significantly higher than for firms perceiving
lower environmental complexity.
Table 4-2 illustrates the proposition as suggested in Hypothesis
H1b.O above. This hypothesis has been developed from the research
synthesis in the previous chapter.
T h e hypothesis developed a b o v e concerns the theoretical
relationship between perceived complexity in toto, i.e. the effect of the
overall environmental conditions on the extent of corporate strategic
planning that these senior executives would be most likely to employ. The
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existence of considerable theoretical and empirical support for the impact
of the overall and direct/task environment has facilitated the development
and formulation of a strong hypothesis. Hypothesis H1 above could be
classified as deductive based. In the case of the expected relationships
between planning and both indirect and internal environment where theory
is very limited or contradictory, an inductive-driven hypothesis is
considered appropriate.

Table 4-2. Hypothesised Differences on Planning Characteristics
Across L o w and High Complexity Levels

Planning Characteristics
Examined

Levels of Perceived Environmental
Complexity

Low Complexity

High Complexity

H1 b. 1:

Formalisation of
planning process

Less formalised

More formalised;
regular outputs of
written reports & docs.;
manuals with rules and
procedures.

Hlb.2:

Comprehensiveness of
planning process
process

Less comprehensive
in going through the
planning process

More comprehensive

H1b.3: Deliberativeness of
decision making

Less deliberation in
going through the
decision making process

More deliberation

H1 b. 4:

Decrease in usage of
techniques

Increase in usage

Hlb.5: Line management
participation

Lower participation

Higher participation

Hlb.6: Emphasis on external
orientation

Less emphasis

More emphasis

Hlb.7: Extent of proactiveness
of planning

Less extent

Great extent

Analytical techniques
used to aid planning
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However, on the basis of several conceptual studies and the very
limited empirical work done to date (e.g. Steiner, 1979; Lorange, 1980;
Rhyne, 1985; Lindsay and Rue, 1980) s o m e propositions can be
developed. Several conceptual studies have lent support to the
importance of the indirect and internal environment on organisations (e.g.
Hall, 1982; Wheelen and Hunger, 1983; Bernard, 1977; N e w m a n and
Logan, 1982; Hirsch, 1975; Wilson, 1977).
Since the views in Section 2.9.4 of Chapter T w o are based on rather
limited theoretical frameworks as well as on the findings of very limited
empirical studies and on this writer's own personal observations, these
views are only considered as propositions. If these observations have
merit, following the framework discussed earlier, then w e would expect the
planning characteristics employed by an organisation to be explained not
only by the level of environmental complexity of the direct or task
environment (as perceived by its senior management/decision-makers)
but also partly by both its indirect and internal (non-task) environment
sectors.
Thus, the next hypothesis to be tested in this study can be stated as
follows:

HYPOTHESIS 2.0:
Planning characteristics employed by an organisation are
related to the complexity of its direct, indirect and internal
environment sector as perceived by senior managers.
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4.2.2. Environmental Uncertainty and Planning
4.2.2.1. An Overview
In the last section, it w a s argued that organisations adapt to
variations in environmental conditions through the employment of
adaptive/integrative mechanisms. It w a s also argued that w h e n an
organisation's decision-makers perceive increasing complexity in the
environment they tend to employ planning features which are appropriate.
Likewise, when the environment is perceived to be constantly changing or
uncertain organisations also require these mechanisms to integrate as a
means of reducing uncertainty levels.
This research, however, operates on the premise that increasing
levels of uncertainty render extensive planning processes less useful. This
proposition is considerably more controversial, in that it contradicts those
propositions formulated by earlier strategic management theorists (Ansoff,
1979) and previous empirical studies (Burns and Stalker, 1961; Lawrence
and Lorsch, 1967; Lindsay and Rue, 1980). Although Bright (1958) and
Grinyer etal. (1986) have suggested that planning in general m a y be a
means of reducing uncertainty, this study takes the view that only some of
the planning features are useful. Section 4.2.2.2 discusses aspects of
planning which are more or less useful under environmental uncertainty.
This view is based on selected propositions made by earlier theorists (e.g.
Mintzberg, 1979; March and Simon, 1958) and on the findings of several
empirical studies (Frederickson and Mitchell, 1984; Frederickson, 1984;
Bourgeois and Eisenhardt, 1987a; 1987b; Rhyne, 1985; Grinyer etal.
1986; Koberg, 1987; O d o m and Boxx, 1988).

115

If this view is considered at all controversial, it is because of a variety
of conflicting predictions from the environmental contingencies and
strategy making literature. It has been argued that organisations should
be less centralised (Burns and Stalker, 1961; Lawrence and Stalker,
1967), and need a greater m o d e of decision making (Steiner, 1969;
Lorange, 1980; Lindsay and Rue, 1980; Bourgeois and Eisenhardt,
1987a) under conditions of high uncertainty and change. However,
increased environmental uncertainty m a y suggest a continual crisis
orientation and rapid rate of change, a condition, according to Mintzberg
(1983; 1988), suitable to more centralised decision making. This view is
supported empirically by Cameron, Kim and Whetton (1987) as a nonplanning m o d e (incremental process) of decision making (Frederickson
and Mitchell, 1984). Further elaboration of these studies will be covered in
the next section.
These two conflicting views plus the failure of most empirical studies
to get significant empirical support for their hypotheses, have m a d e the
idea that more uncertainty makes planning less useful problematic as a
source of hypotheses. Added to this are the relatively scanty empirical
studies that could strengthen existing 'environmental uncertainty-planning'
relationship theory. This dilemma has prompted an inductively driven
proposition about 'uncertainty and planning relationships'.

4.2.2.2. Uncertainty/Planning Relationships
While this study appreciates the various dimensions of the
environmental conditions (Shortell, 1977) for reasons of resources and
time the terms "uncertainty", "instability" and "volatility" will be used
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synonymously. The variable which is actually focussed upon is 'perceived
environmental uncertainty/predictability' but for simplicity these terms can
be considered the same.

In discussing "uncertainty/planning" relationships, there is need to
refer to several conceptual and empirical studies reviewed earlier. T h e
important studies are further discussed in this section not as repetitions
but to provide m o r e or alternative explanations to those findings.
Particularly important are those studies with contradictory findings.
Earlier organisational theorists conceptualised that under high
environmental uncertainty, organisation adapts through the adoption of
flexible or organic structure i.e. with greater decentralisation (Burns and
Stalker, 1961), differentiation and integration (Lawrence and Lorsch, 1967)
implying greater role specialisation, decentralisation, formalisation, and
collaboration through "rational-comprehensive" decision making. Koberg's
(1987) empirical study based on these conceptual studies failed to support
the 'uncertainty-structure' theory but instead found a negative 'uncertaintydecentralisation' relationship.
Strategic planning advocates such as Steiner (1969) and Lorange
(1980) as well as other researchers (e.g. Lindsay and Rue, 1980; Rhyne,
1985) posited that higher environmental uncertainty renders formalised,
complete and comprehensive planning useful. While Steiner's and
Lorange's conceptual proposition w a s not empirically driven, findings in
their empirical work did not significantly support the conceptual work of
earlier planning advocates. The findings of Lindsay and R u e (1980) only
gained partial support as the other hypotheses were tested with mixed
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results. What is the explanation of these contradictions? The proposition developed in
this section, addresses, in part, this question.
Formalised and complete planning systems as well as predictive
models (i.e. analytical techniques) have been prescribed as a solution to
deal with increased environmental uncertainty (Lindsay and Rue, 1980;
Grinyer et al. 1986). Others, based on the work of Burns and Stalker
(1961); Lawrence and Lorsch (1967); Mintzberg (1979); Lawrence and
Dyer (1983), proposed greater line participation (Koberg, 1987; Tung,
1979), higher levels of planning openness, and greater planning
sophistication (Rhyne, 1985). Findings from most of these empirical
studies have got only weak support (e.g. Grinyer etal. 1986; Rhyne, 1985;
Koberg, 1987; Lindsay and Rue, 1980 <partial>). T h e following
explanations are being posited by this study as possible causes of these
unexpected results.
Although increased uncertainty and change seem to favour formalised, complete and comprehensive planning which may be perceived as a
means of uncertainty reduction, in reality it m a y accomplish little. Under
constant and rapid change, the written procedures, schedules and
detailed planning processes may become obsolete and therefore inapplicable. Detailed examinations of planning processes m a y result in late
production of documents and therefore in delayed decision making or
mistakes in strategic choice.
Under this condition the continuous structured exhaustive deliberation required for comprehensive planning and decision making will no
longer be worthwhile. Executives m a y avoid collaboration, and thus
responsibility for any negative results. S o m e may want to adopt a 'wait
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and see' approach and s o m e m a y proceed with greater care. More
specifically, the process will be extended if a decision is seen as
important, as irreversible, or if the decision maker will be held directly
responsible for the results (Hartman, White and Crino, 1986). In this case,
piecemeal and incremental processes will be m u c h preferred to a
"rational-comprehensive" approach (i.e. involving a comprehensive
planning and decision making process). Hypothetical^, a negative
relationship is expected between environmental uncertainty and comprehensiveness in corporate planning and decision making processes.
Empirical support for this view is found in research by Frederickson and
Mitchell (1984), Rhyne (1985), and Grinyer etal. (1986).
Involvement of line m a n a g e m e n t personnel in corporate level
decision making under high uncertainty m a y do little good in terms of
efficient senior managerial control. Confusion as to w h o should m a k e a
particular decision often results from high and continuous change, which
leaves an organisation with little time or ability to integrate. Mintzberg
(1983; 1988) hypothesises that organisations temporarily centralise their
structure to facilitate firm and effective control and to enable fast decision
making, as it offers a decreased response time and improved control. In
terms of planning, organisations are expected to adopt more centralised
planning characterised by greater involvement of senior executives.
Perhaps this explains the failure of several past empirical studies to obtain
statistically significant support for their research propositions as mentioned
above. S o m e past studies which have obtained findings in line with this
view are Koberg (1987), Grinyer etal. (1986), and Cameron, Kim and
Whetton (1987).
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While a dynamic and uncertain environment certainly creates a need
for m o r e sophisticated analytical techniques which m a y reduce the
probability of major mistakes (Grinyer etal. 1986), it also, paradoxically,
renders most techniques quite useless. The various analytical techniques
(e.g. B C G , PIMS, Zero-Based budgeting, P E R T / C P M ) inherently depend
upon stable transition probabilities, which by definition do not exist in a
dynamic or uncertain environment. Therefore, it is expected that less use
of the above techniques will be found a m o n g firms undergoing rapid
c h a n g e or frequent market shifts. This view m a y explain the nonsignificant "uncertainty-techniques" relationship obtained by Grinyer et al.
(1986) and the failure of Lindsay and Rue's model (1980) to obtain
support.
"The planning process requires a decision maker to respond to
environmental factors and to the organization's vulnerability to those
factors. The information gained from these sources is used as a basis for
planning" (Hartman, White, and Crino (1986). Since the final planning
document is critical for top decision making, the effectiveness of the plan
depends on the accuracy of the information base. However, it is most
difficult to obtain accurate strategic information given the short time period
combined with rapid change. It is c o m m o n to expect rapid and irregular
change in demand, competition, technology and/or regulation under these
conditions. It is also expected that information is often inaccurate,
unavailable, or obsolete (Bourgeois and Eisenhardt, 1987a).
Given these unpredictable patterns, an external information search is
impeded, thus compelling a lesser emphasis on a comprehensive
environmental analysis. Rapid and irregular environmental change forces
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information searchers/planners (i.e. boundary spanners) to look inward,
and organisations are expected to adopt a defensive posture (i.e.
'defender' following Miles and S n o w (1978), strategy typology). T h e
critical factor here is competitiveness, as effective organisations always
want to be dominant. This view is also in line with that of Hartman, White,
and Crino (1986), "information search will be seen as inappropriate, and
the planner will attempt to buffer the organization from environmental
information; efforts will be directed toward internal conditions and
specifically toward tactics for gaining sufficient internal concensus to
permit decision making to proceed".
Alternatively, the prescriptive information processing model
developed by Hartman, White, and Crino (1986) as well as March and
Simon's (1958) theory, shows an externally orientated search will be found
to have less emphasis than an internal search. Rapid and irregular
change m a y lead to excessive information which, according to March and
Simon, m a y lead to satiation, a condition where volume of information
exceeds h u m a n ability to process it. W h e n this occurs, according to
Hartman, White, and Crino, a decision maker m a y either stop searching
for information and use only what is readily available or m a y resort to
simplified decision rules in order to process "excessive" information.
Based on the above discussions, several conclusions can be made.
Firstly, the uncertainty and instability of the environment m a y have a direct
impact on the orientation of corporate level planning, particularly as it
pertains to its external and/or internal orientation. R a m a n u j a m and
Venkatraman (1987) summarise this as follows. External orientation is the
level of emphasis given to the monitoring of the external environmental
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factors. Internal orientation is the level of emphasis given to internal (i.e.
organisational) factors, past performance, and analysis of organisational
strengths and weaknesses. Extensive and complete external environmental studies as required by an external planning orientation m a y also be
less useful or impractical as discussed earlier. O n the other hand, it is
expected that organisations will place greater emphasis on internal
factors, extensively examining their past performance, and appraising their
o w n strengths and weaknesses, before they are ready to face the
challenge of an uncertain and volatile environment.
T h e second conclusion which can be drawn from the preceding
sections concerns organisational outlook. A s argued earlier, organisations
are expected to adopt a defensive posture and to be more interested in
protecting or screening the organisation (Hartman, White, and Crino,
1986) from environmental events which are most likely to take place. In
being defensive, organisations are not cowardly or defeatist but are more
concerned with the need to integrate effectively and to stay highly
competitive. Organisations will opt for: preparations to retreat from the
market; discontinuing marginally profitable products; reducing costs
aggressively; cutting capacity; deferring or minimising investments (Rowe,
Mason, and Dickel, 1985). Miles and S n o w (1978) called this the strategy
of the "defenders", characterised by concentration, centralised control
(which is consistent with the above views), cost efficiency and limited
environmental scanning and information searching.
Complexity of the environment does not create uncertainty as long as
sufficient organisational resources are devoted to monitoring all the facets
of a complex environment (Child, 1972). Organisations are therefore
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expected to have the capability and motivation to look outward and proact
accordingly. Planning under a complex environment facilitates the
reduction of uncertainty and therefore the ability to proact. This is not the
case under uncertainty. Planning m a y accomplish little and therefore
organisations are expected to be more reactive (i.e. the characteristic of
the defensive posture). It is expected therefore, that the extent of planning
proactiveness will be much less under this condition.
T h e rapid and irregular change in environmental factors which
creates high uncertainty thus lowers predictability and inhibits the need
for long-range planning (Terryberry, 1968; Tung, 1979; Lindsay and Rue,
1980). Top management and decision makers do not want to take the high
risk of an uncertain environment by committing themselves to long-term
investment. From the language of planning horizon, a longer planning
period is expected to be negatively related to environmental uncertainty,
The research synthesis in Chapter Two suggests that, as an
organisation perceives greater uncertainty in the environment, its
corporate plans tend to be frequently reviewed and appraised. Under
stable conditions where events tend not to change rapidly, the need for
plan review and reappraisal does not arise.
If the foregoing views are true, then we would expect planning
characteristics/features and the orientation of the population under study
to reflect total environmental uncertainty as perceived by senior executives and/or decision makers. These views can n o w be phrased as a
testable hypothesis as follows:
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H Y P O T H E S I S 3a.O:
Planning characteristics and orientation e m p l o y e d by an
organisation are related to the total perceived environmental
uncertainty..
Table 4-3 illustrates the relationships suggested in the preceding
sections and hypothesis 3a.O. Hypothesised directions and findings of
past studies are also included.

4.2.2.3. Direct/lndirect/lnternal
Uncertainty and Planning Relationships
The hypothesis (H3a.O) stated earlier is on the relationships between
total environmental uncertainty and planning. The absence of strong
theory on non-task environmental uncertainty/planning relationships
means that the hypothesis developed here must be evaluated in the light
of the exploratory nature of this research. However, based on the work of
s o m e of the researchers reviewed earlier (e.g. Hall, 1982; Wheelen and
Hunger, 1983; Bernard, 1977; N e w m a n and Logan, 1982; Hirsch, 1975;
Wilson, 1977) and adopting the framework for hypothesis H3.0, this
research operates on the premise that increasing levels of uncertainty in
the non-task environments also render extensive planning processes less
useful. It is proposed that any uncertainty with regard to the task, indirect,
and internal sectors will also have s o m e role in, and influence on,
planning.
Thus, the next hypothesis to be tested in this study can be
stated as follows:
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Table 4-3. Hypothesised relationships between environmental
uncertainty and planning characteristics

Planning Characteristics
Examined

H3a. 1:

Formalisation of planning
process

Nature of Relationship
with uncertainty

-ve
-ve

Hyp. Findings
Dir.(*) &sig.(+)

Related Past Studies in
Literature Review

+ve
-ve (S)
-ve(NS)

Rhyne (1985)
Grinyer etal.{\986)

H3a.2: Comprehensiveness of planning
process

-ve (No empirical study identified from literature)

H3a,3: Line management participation
in corporate planning process

-ve

+ve
-ve
-ve

H3a.4:

-ve

+ve +ve(NS) Grinyer et al. (1986)

H3a.5: Long-Term Planning Horizon

-ve

-ve

H3a.6: Planning Review Frequency

+ve

H3a.7:

Frequency of External
Information Search

-ve (No empirical study identified from literature)

H3a.8:

Frequency of I nternal
Information Search

+ve

(No empirical study identified)

H3a.9:

Emphasis on External Orientation

-ve

(No empirical study identified)

Analytical techniques used to
aid planning decision

-ve(NS)
-ve(NS)
-ve (S)

-ve (S)

+ve
+ve (S)
(exploratory) +ve

Koberg (1987)
Grinyer et a/.(1986)
Cameron, Kim & Whetton
(1987)

Tung (1979)
Tung (1979)
Negandhi (1975)

H3a.10: Emphasis on Internal Orientation

+ve (No empirical study identified)

H3a. 11: Deliberativeness of decision

-ve

making processes
H3a.12: Degree of proactiveness in
planning

Note: *
+
S
NS

-ve

-ve

-ve (S)

Frederickson and
Mitchell (1984)

(No empirical study identified)

Hypothesised directions of past empirical studies
Actual findings of past studies and their significance level
Significant at p<.1 level
Not significant
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H Y P O T H E S I S 3b.O:
Planning characteristics and orientations employed by an
organisation are related to the environmental uncertainty of the
direct, indirect, a n d internal sectors of the perceived
environment.
4.2.3. Organisational Size/Managerial Values and Planning
This study attempts to examine the 'contextual - organisation design'
relationships only.
While it is expected that environment, size and values are related,
there is no attempt to examine the relationships among these variables.
Although organisational size m a y be viewed as determined by the
organisation's environment (Shortell, 1977) no attempt will be made to test
such causation.

4.2.3.1. Organisation Size/Planning Relationship
The research synthesis in Chapter T w o (section 2.8.3) suggests that,
as an organisation increases in size, its need for differentiation and
integration also increases. The following is a summary of the review made
earlier.
The differentiation and role specialisation caused by 'largeness' in
organisations has led to divisional autonomy. This in turn, leads to higher
managerial control and coordination problems. Organisation design
requirements and choices are, in turn, reflected in choices about the
design of the corporate planning system. Features of corporate planning
have tended to be more formalised as a means of organisational control.
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Greater comprehensiveness in both planning and decision making
processes is the most likely feature as a m e a n s of effective integration.
Role specialisation forces greater participative planning processes (i.e.
m o r e line m a n a g e m e n t involvement) as a countervailing force to
differentiation.
Given the resource capability of large organisations, w e could expect
a greater involvement in external searching to ensure a complete
monitoring and analysis of the environment, and to provide early warning
of future uncertainties. Child's contention, cited earlier, w a s that
complexity did not give rise to uncertainty "if sufficient organisational
resources are devoted to monitoring all the facets of the complex
environment" (1972). It is expected therefore that there will be a greater
degree of external information search, externally oriented planning as
against internal orientation, and a greater degree of proactiveness in
foreseeing opportunities and/or problems and the ability to take advantage
of and/or avoid them. In this situation, less internal searching is expected
due to the availability of internal factors.
Organisational investments can be assumed to be largely dependent
on the financial state and slack resources of an organisation. It can be
assumed that, given resource capability, large organisations will always be
in an advantageous position to m a k e large investments which would
normally give returns after many years. Given this, it can be expected that
large organisations will tend to employ a longer planning period or distant
planning horizon (futurity). Large organisations tend to have greater slack
resources that can be better managed through planning.
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If the foregoing views are acceptable, then the following hypotheses
should hold true:

HYPOTHESIS 4.0:
H4a. There are differences in the m e a n level of planning characteristics between small, medium, and large organisations.
H4b. Generally, the planning m e a n level increases with an increase
in organisational size.
The differences in the degree of planning characteristics and its
orientation, as suggested by hypothesis 4.0, are illustrated in Table 4-4.
Table 4-4. Hypothesised Differences on Planning Features
Across Small, Medium and Large Organisations
Organisational Size
Planning Features/
OrientationsExamined
Small

Medium

Large

H4b.1: Formalisation of planning
process

Less Formalised

Formalised

Very
Formalised

H4b.2: Comprehensiveness of
planning process

Less comprehensive

Comprehensive

Very

H4b.3: Line Participation in
planning process

Less participation

More
participation

Greater
participation

H4b.4: Deliberativeness of
decision making

Lesser

More
deliberative

Very
deliberative

H4b.5: Frequency of external
information search

Lesser

Frequent
search

Very
frequent

H4b.6: Frequency of internal
information search

Very frequent

Frequent

Less
frequent

H4b.7: Extent of proactiveness
of planning

Less extensive

More extensive

Very
proactive

H4b.8: Long-Term planning
horizon

Short-Term

Medium-Term

Long-Term

Comprehensive
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4.2.3.2. Managerial Values/Planning Relationship
Readers are invited to refer to Chapter T w o (section 2.9) which
discusses not only the concept of 'values' and related factors, but also the
findings of past studies on the role and effect of this contextual variable on
organisational design variables/characteristics.
The focus of this study is to investigate whether there is a relationship between management values and the degree of formalisation in the
corporate planning process. The study examines the 'reliability' of the
'values-organisation' relationship as conceptualised and empirically tested
by researchers reviewed in Chapter Two. It also attempts to test empirically propositions from wellknown planning advocates (i.e. Steiner, 1979;
Lorange and Vancil, 1977) w h o proposed that managerial values m a y
explain planning formality.
The value factor which is of interest here concerns the managerial
belief in formalised corporate planning. This study is also prompted by
s o m e observations as to w h y s o m e organisations employ a formalised
planning and s o m e an informal or less informal approach. Based on O T
and S M T , this phenomenon m a y be partly explained by how, and to what
extent, senior managers and/or decision makers believe in the roles and
benefits of high and/or low formalisation of planning. This is associated
with their belief as to whether formalised or informalised planning would
help organisational adaptation and integration.
Earlier, it was argued that the degree of planning formality is
positively related to environmental complexity. Based on the argument
developed in the last paragraph and given the complexity of the
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environment, formal planning can be expected in low complexity firms if
there is a strong belief in a level of greater formality. O n the other hand, if
there is a low 'belief score among C E O s perceiving complex environment,
informal planning m a y be expected. In this case, the role of 'managerial
values/beliefs' is a modifier or moderator of the relationship.
The preceding views can thus be stated in the form of the following
hypothesis:

HYPOTHESIS 5.0:
H5.1: Planning formalisation is positively related to managerial
values/beliefs.
H5.2: There will be a difference in the mean level of formal planning
a m o n g firms with low and high managerial values/beliefs.
H5.3: Formality of planning will vary depending o n the 'values/
beliefs' score and different complexity levels.
As mentioned above, the planning characteristics and the orientation
an organisation employs are not conceived as solely dependent upon the
level of environmental complexity and uncertainty. A final decision on the
appropriate planning orientation is assumed to be moderated by:
a. organisational size; and
b. the managerial values/beliefs of central management.
The relationship of these variables to corporate planning is not,
however, explicitly tested in this study. The next chapter discusses the
methodological issues involved in testing the above hypotheses.

CHAPTER V
RESEARCH METHODOLOGY AND DESIGN
5.1. Chapter Overview
The success and reliability of any research of this kind largely
d e p e n d s on h o w the research w a s designed and the measures or
instruments used in the data collection. Research measures are not
independent of research design, as the latter requires measures that can
either b e administered to, or self-administered by, the selected
respondents. T h e first part of this chapter explains the rationale of the
choice m a d e in the case of this study, before discussing the measures
used in the final data collection.
There were several factors which were from the outset thought to be
important in designing this study. The first concerns the selection of the
population to be studied as well as the sample size needed to generalise
findings useful to Malaysian industry. Secondly, there are the criteria used
to select survey respondents, including issues such as the number of
respondents to be chosen from each organisation. The third concerns the
development of questionnaires as a measuring instrument. Finally, there
are issues pertaining to the testing of the various hypotheses and
propositions, particularly the analytical methods and statistical techniques
to be employed in this investigation.
Results obtained from the pilot study, factor analysis results of all
multi-item measures, and reliability scores of these measures are reported
towards the end of this chapter.
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5.2. Methodology
This section describes and explains the procedure used in the
investigation of the environment/planning model developed in Chapter IV
as well as the justifications of the methods adopted. This study recognises
that the 'environment planning' model is rather complex, as it also involves
a large number of other explanatory factors not covered by this research.
This research is limited to the investigation of only three sectors and two
dimensions of the environment, and investigates how these are related to
selected characteristics of the corporate planning process. These three
environment sectors are the direct, indirect, and internal sectors. The two
dimensions are perceived complexity and perceived uncertainty. T w o
contextual/moderating factors, organisational size and managerial values/
beliefs, are thought to be of great importance to this investigation, and are
also included in an attempt to examine how they are related to planning,
without an explicit examination of their moderating effects.

5.2.1. Survey Research
Survey research is the basic research methodology adopted by this
research. Mail questionnaires were mainly used in sampling. However,
s o m e of the questionnaires were personally administered, particularly to
those organisations which are based in or near Kuala Lumpur.
This method of data collection is the most popular research tool
available to social researchers today, and is considered the most
convenient and requires a relatively low operating cost. In terms of total
cost and personnel required, the mail questionnaire method has been
reported as most advantageous although a lower response rate is
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envisaged (Nickens, Purga and Noriega, 1980). This method also has the
advantage of being able to cover a larger sample. Because of very limited
financial resources and limited time available in Malaysia, plus the
difficulty experienced by previous Malaysian researchers in obtaining a
good response rate from Malaysian private enterprises, mail questionnaires were used in this research. The major considerations in selecting
this methods were:
a) With a low budget, a mail questionnaire produces more data (i.e.
covers a larger sample size) than does a telephone survey or
personal interview.
b) If properly designed, a questionnaire with a 'personal touch' will
achieve a better response rate.

5.2.2. Organisational Setting
In the design of the organisational setting for this research, four
issues are considered; selection of the population to be studied; the
appropriate sample size; use of key respondents or informants; and the
measurement level.
In the selection of the population, several criteria were considered to
be important:
(a) the population should have an environment which is undergoing
significant change so that s o m e variance in responses regarding
perception in environmental conditions might be obtained;
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(b) The population should be operating in a range of environments
including those that are complex, diverse and simple;
(d) The population should include only private enterprises thus
excluding all public enterprises;
(f) The population should operate in Malaysia.
In order to minimise the effects of possibly differing political, legal,
and social cultures, and to facilitate data collection, it w a s decided to limit
the sample to organisations w h o s e headquarters or operations were
largely within the State of Selangor (i.e. the State in which Kuala Lumpur
is situated).

5.2.3. Population for This Study
The target population for this study included 900 Malaysian private
enterprises, randomly chosen principally from two main Companies
Directories, the Malaysian Federation Manufacturers 1988 Directory,
(FMM) and the Malaysian Banking 1988 Directory (BANK). The total list of
organisations included in the 1988 F M M Directory w a s about 8 5 0
including several lists of consultancy, business, and public associations as
well as several organisations which were considered too small for the
purposes of this study, having less than 50 employees. The population list
w a s finally reduced to 730 organisations, excluding consultancies,
associations and very small manufacturing organisations.
The 1988 BANK Directory had a total list of about 220 financial and
service oriented banking institutions and included several very small
finance

and credit companies as well as s o m e 'money

market'
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organisations which were not considered to be part of the population. For
this study this population list w a s finally reduced to 170 organisations.
These two sub-populations m a d e up a total targeted population of 900
organisations.
The two sub-populations comprising the manufacturing and service
sector, in particular, met the criteria mentioned earlier. T h e financial
services industry has, in general, been in the process of significant
change. Since the revelation of the 1983 Bank Bumiputra Finance (BMF)
loans scandal involving a $ M 2 . 4 billion loan to Carrian G r o u p of
companies, a Hong Kong registered company and several other related
cases, all financial banks and companies have been subjected to a heavily
regulated environment imposed by the Malaysian Central Bank (or Bank
Negara Malaysia). T h e large fluctuations in the Malaysian economy
during 1981-1987 and the economic recovery from late 1987 (see
1984/85; 1985/86; 1986/87; 1988/89 Economic Report,, Finance Ministry,
and Annual Report, Bank Negara Malaysia) represented a major external
pressure on all financial institutions and business oriented organisations
forcing them to adapt and achieve good integration for survival.
In addition to representing significant changes in regulatory schemes,
suggesting an increasing relevance of regulatory, political and legal
components in the external environment of industry, these changes and
complexities might be expected to have a flow-on effect on organisations'
internal environment. T h e increase in competition a m o n g banks in
Malaysia, changes in the behaviour of customers in Malaysia, as well as
the introduction of new technology such as electronic funds transfer (EFT)
and the increasing use of automatic teller machines (ATM's), the move
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towards a cashless society, and other innovations and ideas, have
changed the face of the industry. There has thus been an increase in the
complexities of both external and internal environments with which
organisations need to deal.
Manufacturing industries could also be considered to be subjected to
similar pressures, as the fluctuating economy similarly affected them.
The period between 1985 and 1987 was a period of economic stagnation
for Malaysia. However, the period 1981-1986 had been a challenging one
for the Malaysian economy and its industries. The years 1981-1985 were
significant in that developments in the international economic environment
imposed considerable constraints on the growth and development of the
nation, thus necessitating the implementation of stabilisation and structural
adjustment measures to offset the effects of the international recession
{Economic Report, Ministry of Finance, 1985/86). Manufacturing oriented
organisations had to survive through the implementation of these
stabilisation and structural adjustments (i.e. adopt adaptive and integrative
mechanisms).
Manufacturing organisations during the period 1985 to 1987 have
been the worst affected sector of the economy as m a n y had to reduce
their resources and production output to match a large reduction in
demand. Sieh (1987) notes:
"Malaysian economy during 1986 has been undergoing an
extremely difficult period with a series of woes characterised
by rising unemployment, high rate of business failure, low rate
of economic growth and miserable amount of new
investment
manufacturing industries have not been
spared as problems confronting manufacturers have been
heard in many forums".
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But the economic recovery of 1987 and beyond has sharpened the
production of lead sectors and resulted in a rapid surge in exports,
particularly manufactured goods. The recovery of the industrial sector has
been impressive, with strong double-digit gains in export growth rates
across the board in the manufacturing sector (Economic Report, 1987).
Expansion in manufacturing output has been broadly based, covering both
export and domestic market-oriented industries. The manufacturing
sector, in 1987, overtook the agricultural sector to become the leading
sector in 1988 with a 24.2 percent share of total Gross Domestic Product
and the estimated growth rate in 1988 was at 15.5 percent, considered the
highest sectoral growth in that year (Economic Report, 1988/89). A survey
done by the F M M in March 1988 indicated that more than 55 percent of
the firms surveyed were operating at above 80 percent of installed
capacity as compared to under-utilised manufacturing capacity during
1976 (Sieh, 1987) and the many production closures and retrenchments
during 1985-1987. Manufacturing output, as reflected by the Industrial
Production Index of Peninsular Malaysia, recorded a strong growth of 17.1
percent during the first month of 1988 compared with the corresponding
period of 1987 and 1986 (see Table 5.1).
In all, what w e can see is relatively growing complexity and change in
the Malaysian manufacturing environment, to which manufacturing
organisations have to adapt. A s argued above, to face such environmental conditions, organisations need to adapt appropriately in order to
survive and prosper.
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Table 5.1. Manufacturing Production Index (1981 = 100)
(Peninsular Malaysia)
1986

1987

Industry
%
Food, beverages & tobacco
Textiles & apparel
chemical products
Rubber products
W o o d & wood products
Non-metallic mineral
Basic iron & steel
Non-ferrous metal
Fabricated metal products
Electrical machinery, apparatus
appliance and supplies
Transport equipment
ICA establishments
Total

1988
(Jan-Jul)*

C h a n ge

11.1
6.9
1.3
10.2
1.2
-11.3
-7.2
-0.3
-1.0

2.9
13.8
7.9
25.6
19.3
-7.1
32.1
10.6
6.6

14.4
4.5
17.5
43.2
6.0
15.0
29.9
-4.2
13.1

28.0
-39.9
-2.9

30.7
0.8
3.2

24.7
5.6
10.5

7.2

12.5

17.1

*Annualised; Source: Department of Statistics, Malaysia.
T h e financial services and the manufacturing sectors were thus
considered appropriate as the targeted population for this research.
Although other sectors of the economy were also affected and faced
similar trends, and thus would also need to adapt accordingly, constraints
on resources meant that only these two sub-populations were taken as the
targeted population for this research. The thought of focussing on only
one homogenous population w a s ruled out, as it negated completely the
possibility of making a generalised finding, although there w a s the danger
of reducing the likelihood of finding statistically significant relationships
(Rhyne, 1987).
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5.2.4. Sample Size
For this research, the random/stratified sampling method was
adopted. Based on the 1988 Federation Malaysian Manufactures ( F M M )
and Bankers Directory, a random sample of 900 companies, stratified by
organisational size (i.e. small or less than 200 employees; medium, or less
than 2 0 0 but m o r e than 5 0 0 employees; large or m o r e than 5 0 0
employees) w a s selected. Stratification by size ensured representation
from every stratum of the size factor, to enable useful analyses to be
performed on the effect of size.
A basic sampling principle is to: "use large samples". Basically, this
simple principle is based on giving the principle of randomisation a
chance to "work" (Runkel and McGraith, 1972). The larger the sample
size, the less will be the deviation from population values (i.e. error). Thus,
it is the aim of any researcher to attain the largest sample possible.
The research questions under investigation in all the hypotheses of
this research as well as the partly exploratory nature of the research,
require a fairly large number of observations representing the spectrum of
perceived environment, planning characteristics, size and managerial
values/beliefs. Also, a large sample is required to increase the value of
generalisability to the targeted population. It increases the likelihood the
research will be accepted with confidence. A large sample m e a n s larger
observations can be m a d e , and this m a y help uncover patterns of
relationships between the elements of perceived complexity/uncertainty
and the different planning characteristics and orientations. A large sample
size is also particularly needed when samples will have to be categorised
into different strata or levels to undergo certain statistical analyses.
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Analysis of planning differences among firms under different complexity
levels for different organisation sizes, for example, would need a fairly
large sample for good statistical analyses to proceed.
All these considerations argued for a fairly large number of
observations. This approach required several measures of perceived
environment complexity/uncertainty, organisational size, managerial
values/beliefs, and all the planning variables investigated across firms.
This approach effectively ruled out in-depth, clinical methods of data
collection, leaving the more viable alternatives of structured/semistructured interviews or self-administered questionnaires (Calingo, 1984).
Semi-structured interviews with senior or chief executives might be
thought to be the most productive, but results from phone calls indicated
that the self-administered questionnaires would be more acceptable to
the subjects (firms) of this research.
T h e c o m m o n rule-of-thumb regarding minimum sample size has
been said to be ten times the number of independent variables included
in the study. Cohen (1977) recommends a minimum sample of 49 to
achieve statistical power of 0.80 (i.e. for significance level of 0.10 <if onetailed^ and 0.20 <if two-tailed>), or a minimum sample of 124 for
significance level of 0.005 <one-tailed>, and 0.01 <two- tailed>.
Considering that there would be a m a x i m u m of eight independent or
contextual variables included in this research model, the rule-of-thumb
guideline suggested a minimum sample of 80 was required.

140

5.2.5. Informant or Respondent Selection
In selecting the would-be respondents for the research questionnaire,
there were three major considerations:
a. Would the respondent be in the best position to give a complete
overview of his or her corporate planning practices and
processes?
b. Would he or she be the one to decide on the appropriate
corporate level planning design for the firm?
c. What is the level of analysis of this research?
It w a s decided therefore, that the Chief Executive Officer (CEO)
and/or the Head, Corporate Planning Division (if there exists one) was to
be the targeted respondent, since the person at this level is in the best
position to have a complete overview of corporate planning and be the
main decision maker of the appropriate planning design to be employed.
Further, the unit of analysis of this research - the total organisation means that this level is most appropriate.
Semi-structured interviews with senior executives or chief planners
were initially thought to be most appropriate for data collection, but results
from phone-calls proved this to be wrong. Most executives declined,
giving busy business schedules as the main reason. This is to be
expected from senior level business executives. However, m a n y were
keen to participate and preferred to administer a questionnaire themselves whenever they found free time. A few welcomed the idea of the
researcher personally administering the questionnaire, with the respondent responding to questions.
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A s a result of the above, data were collected primarily using a mailed
questionnaire. Visits were m a d e to those firms whose senior executives
or chiefs of planning division preferred personal administration of the
questionnaires, but the complete set of questionnaires together with other
supporting documents w a s forwarded a few days beforehand to enable
them to prepare themselves. Details of the data collection are discussed
in the section "Data Collection" of this Chapter.

5.2.6. Phasing of the Research
Survey research of this kind mandated a multi-phased approach to
the research, particularly to ensure a qualitative approach to data
collection. Basically, the research was divided into three main phases:
Phase I : Preliminary survey
Phase II : Pilot study
Phase III : Final field survey

5.3. Preliminary Survey
A preliminary survey was done from June - July, 1987, prior to
developing a detailed theoretical model of this research. A total of twelve
organisations (4 banks, 3 oil companies and 5 manufacturing firms)
participated in this initial survey. Questions were semi-structured but most
conversations were based on open-ended questions. It w a s felt that 'data'
collected from this survey would greatly help in the development of a
model. At the s a m e time, it helped in achieving the following:
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a. To become acquainted with the Malaysian industry in general, and
to help in the selection of the most appropriate population for the
study of particular firms, also the industrial climate.
b. To b e c o m e acquainted with the research territory, including
making contact with senior executives of s o m e private firms,
which w a s helpful in the preparation of the pilot study and later,
the final field survey.
c. To assess whether there are such activities as 'adaptation and
integration' in facing environmental conditions a m o n g Malaysian
private enterprises, and whether 'planning' in general has been
recognised as an adaptive and integrative mechanism.
d. To assess the extent to which the analytical categories used in the
study were subjectively meaningful and relevant to practitioners.
e. To generate s o m e anecdotal data and insights which would help
in developing questionnaires.
f. To provide a preliminary indication of support for the research
hypotheses and to provide possible propositions from the
research model.

Pilot Study
The main objectives of this pilot study were:
a. To become further acquainted with the research territory,
b. To pre-test research instruments which would be used in the final
data collection, and
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c. To provide preliminary support for the major hypotheses.
At this stage a fairly large sample size was not required, and it was
felt that a sample of between 30-50 would be needed for s o m e statistical
and reliability testing.
A number of criteria w a s used in selecting the organisational setting
for the pilot study. A s mentioned earlier, the type of issues under
investigation also dictated the selection of the sample population, i.e. a
similar approach w a s followed as suggested in the original plan. It w a s
decided that the sample population for this pilot study would be similar to
that for the final field survey, i.e. the service industry (financial institutions)
and manufacturing industry (manufacturers).
Stratified by size, seventy firms (either their C E O s or H e a d s ,
Planning division) w e r e initially contacted by p h o n e for possible
participation in this pilot study, including those firms which participated in
the initial survey. Fifty firms agreed to participate, but in the end only forty
could find the time for an interview (or more if the pilot questionnaire w a s
to be personally administered) during the scheduled period. T h e
participating firms were:
a) Banks and Financial organisations- 13
b) Manufacturing organisations

- 27

Slightly less than half of the pilot questionnaires were personally
administered and the remaining ones were left since the C E O s or Heads,
Planning preferred to self-administer one. All participants were briefed on
the objective of the pilot study and the need w a s stressed for them to
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indicate any weaknesses or limitations found, in terms of clarity, ease of
question contents, etc.
In the pilot study period, a total of 35 questionnaires were collected.
The others promised to return them direct to the university. A s expected,
none were returned. A n examination of the questionnaires revealed only
29 to be usable for further examination and analysis. The results of this
pilot study are discussed in section 5.8.

5.5. Final Field Survey
Based on the pilot study, a few minor adjustments were made in the
questionnaire. Several questions on planning variables which were not
crucial to the research model were removed in an attempt to reduce the
length of the questionnaire. This decision w a s m a d e to cater to the
commonly expressed view from respondents that the questionnaire was
too long.
The result of the first two surveys and an expected low response rate
from Malaysian firms, as well as the attempt to obtain as large a sample
size as possible, dictated the need for the questionnaires to be mailed to
most of the sample selected. O n e questionnaire was sent to the C E O s of
the organisation concerned. The larger organisations were forwarded a
few additional questionnaires with a note to the respective C E O s
requesting the additional questionnaires be forwarded to the appropriate
senior executives in their firms.
In order to encourage a high response rate, the following steps were
taken:

145

a. T h e inclusion of a supporting letter from the Chairman of the
Department of Management (see Appendix IV),
b. A promise of complete confidentiality with regard to information
received with non-disclosure of respondents' names, and a pledge
that information would be used solely for research purposes,
c. Results of the research to be given free-of-charge (inducement)
to participating organisations,
d. The use of light green colour for questionnaires as a symbol of
gentleness, so as to create interest,
e. The use of practical, business English expressions to generate
interest in participation,
f. Personalisations of questionnaires set to most of the CEOs and
follow-ups to unanswered questionnaires within three weeks.
The final field survey w a s conducted from mid-October, 1988, till late
February, 1989. A total of 950 questionnaires were initially posted to 860
organisations randomly identified from both F M M 1988 directory and
1988 B A N K directory, stratified by organisational size level. After a lapse
of four weeks, another 200 sets were forwarded to those firms which
mentioned (by phone) that they had not received the questionnaire as
well as to selected firms which had not responded. A s 40 firms preferred
personal administration of the questionnaire, arrangements for a meeting
were m a d e with the various C E O s and/or their delegates.
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5.5.1. Strategies to Avoid/Reduce Response Errors
Recognising that in any field studies (in particular self-reporting) there
is bound to be s o m e degree of response errors (Dwyer, 1980) and also
that they are subject to sampling error (Kerlinger, 1986), by adopting
guides from several authors, survey strategies were formulated and
implemented:
1. Opportunities were taken to check respondents' responses with
actual practices. This w as done with most of the 40 firms which
agreed to an interview and personal administration of the
questionnaire. With good public relations, permission w a s
granted for cross-checks (Dyer, 1980).
2. Every attempt was made to "warm up" respondents (who were
mainly C E O s and/or Head, Planning), setting them at ease and
prompting recollection. At times, detailed discussions took place
at the pleasure of the respondents (Dyer, 1980).
3. Attempts were m a d e to interview several random samples of
nonresponding firms and analyses of their data in the effort to
reduce deficiencies.
4. Efforts were also made to interview some of the respondents (with
the help of friends) w h o had completed their questionnaire, and
the results of the interviews were checked with earlier data
(Kerlinger, 1986).
5. Specific and clear instructions were given on the face of as well as
inside the questionnaire so as to avoid misunderstanding
(Kerlinger, 1986).
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6. Visual inspection of all completed returned questionnaire for
possible contaminations and inconsistencies (Dyer, 1980; Hansen
and Scott, 1978).
As shown in Table 5-2, a 22.2 percent response rate was obtained
from the survey. 40 firms participated through personal administration of
the research questionnaires and the balance participated through mailed
questionnaire (self-administration). The resulting response rate exceeds
the 13 percent response rate obtained by Sieh (1987) in her corporate
mail survey of 1000 F M M listed firms. Given that the final survey w a s
carried out at a particularly busy period for most C E O s and other senior
executives, the response rate achieved w a s considered very satisfactory,
though it is less than that generally obtained in developed countries.
Further, considering the length of the questionnaire and the sensitive
nature of the information sought, the response rate obtained in a
developing country like Malaysia is an indication by senior business
executives that they considered it important and that they need the
specialised knowledge represented by this kind of empirical research.
Table 5-2. Sample Composition and Response Rate

Method of
Administration

Total
Forwarded

Total
Participating
(Responding)

Degree of Usability

Complete

Partial

None

Personally 40 40(100%) 38(95%) 1(2.5%) 1(2.5%)
Administered
Mailed
Questionnaire

860

160(18.6%)

138(86.3)

Total 900 200(22.2%) 176(88%) 10(5%) 14(7)

9(5.6%)

13(8.1%)
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5.5.2. Demographic Characteristics of the Sample
It is extremely difficult to stratify every sub-population of Malaysian
industries and take a random sample of each sub-population. If this could
be done with adequate representation for every sub-population, then the
results would have complete representation of and hence generalisability
to Malaysian industries. It could be maintained that there is no unbiassed
sample of the Malaysian industrial universe. Admittedly, the 900 firms
random-sampled and stratified by organisational size in this study do not
completely represent the whole Malaysian industrial universe. Any statistical tests of significance m a d e can only be descriptive of the sampled
population, and do not exactly represent the whole general population. If
any generalisation is to be made, it can only be m a d e on the manufacturers and service (financial) sector population.
The population targeted for this research (comprising manufacturing
and financial sub-population) possesses attributes that appear to be
characteristics of a large part of Malaysian business organisations.
Manufacturers alone m a d e up a high percentage of Malaysia's gross
export earning of 4 4 . 9 % in 1987 and 4 8 . 4 % in 1988. The average gross
earnings for both manufacturers and financial institutions during the period
1985-1988 were 5 6 . 8 % of the gross earnings of the private sector
(Economic Report, 1988/89). If this is not total representation, at least it
represents a large part of the economy. Table 5-3 shows the number of
firms representing each of the sampled populations by industry type as
well as a close approximation of the total population for each sector based
on the 1988 F M M and Bankers Directory. The average representation of
the population is 1 7 . 2 % which is considered a relatively fair representation, given the odds facing this research.
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Table 5-3. Sample Composition by Industrial Sector

Industry
Type

Number

Sectoral+ %of
Population Total

Banks and Finance

36(18%)

200

20.5

Chemical, Petroleum,
Rubber & Plastics

39 (16%)

243

22.2

Foods, Beverages/Tobacco

20(16%)

126

11.4

Machinery, Equipment,
Apparatus & Appliances

45 (18%)

250

25.6

Textiles & Apparel

23 (22%)

105

13.1

Others

13(13%)

103

7.4

176(17.1%)

1,027

Total

100.0

+ Close approximation;
( ) in brackets are population representation.
Table 5-4 s h o w s the sample composition by organisation size
measured in terms of total number of employees. Most of the firms are
medium/small (i.e. less than 200 employees), followed by very large firms
(i.e. over 501 employees). Only about 20 percent of the firms are less
than the large size category. The classification of very large, large, and
medium/small is specific to Malaysia and should not be equated with other
countries. The size classification used in this study is more or less in line
with that used by Sieh (1987). Large firms in Malaysia m a y be classified
as small firms in U S A or Great Britain.
More than 8 0 % of the respondents have academic qualifications at
least at college diploma level, of which about 7 0 % have university degrees
and above. Only a handful of them had qualifications below high school
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and 1 2 % had other qualifications. These respondents vary in their age but
more than half (54%) were 30 to 49 years old, i.e. considered to be at the
most productive age in terms of management capability, especially since
5 0 % of them had worked in their present firm for more than 10 years.
Considering the respondents' characteristics, one would expect them to
have very good knowledge of the firm's business as well as of the
environmental impact of the organisation. They would not have great
difficulty in responding to all the questions in the questionnaire. Therefore,
the obvious concern of "external validity" of the data collected is
minimised. Tables 5-5, 5- 6, and 5-7 clearly show the composition of the
respondents' qualifications, age and years of working in present firm.

Table 5-4. Sample Composition by Organisational Size
(Number of Employers)
Companies
Size limits *
(No. of employees)
Number

% of Total

Cum. Total

<200 80 45.4 45.5
200 - 500
>500

35

19.9

65.3

61

34.7

100.0

Total 176 100.0 100.0
Source: Directly from participating firms
* Size as at end of 1988
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Table 5-5. Sample Composition by Respondents'
Educational Level
Educational
Level

Number

% of Total

Cum. Total

< High School
College Diploma
Univ. Degrees
Others

8
25
121
21

4.5
14.2
69.1
12.2

4.5
18.7
87.8
100.0

Total

175

100.0

100.0

Table 5-6. Sample Composition by Respondents' Age
Age Limit
(Years)
<29
30-39
40-49
>50

Total

Number

% of Total

Cum. Total

6
46
96
28

3.4
26.1
54.5
15.9

3.4
29.5
84.1
100.0

176

100.0

100.0

Table 5-7. Respondents' Average Number of Years
Worked in Present Firm
Number of Years
Worked

Number

<2
3-5
6-10
>10

16
32
40
88

18.2
22.7
50.0

9.1
27.3
50.0
100.0

Total

176

100.0

100.0

% of Total

9.1

Cum. Total
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5.6. Development of Instrument
The design of the instrument used to test empirically the various
hypotheses and propositions developed in Chapter IV was mainly based
on past accepted measures. "Accepted measures" here refers to those
measures with relatively high reliability and whose constructs specifically
measured the concepts or variables in question. Since there were already
several measures in existence, only some of the variables were operationalised and measures constructed. Several of the measures used in
this study were modified versions of past measures. Appendix IV shows
the final measures used in this study.

5.6.1. Measures of Perceived Environment
Since a well accepted measure for this variable is not available it was
decided to design a measure which would be easy, practical, and straightforward for Malaysian Chief Executives and/or Senior Managers to
respond to. Past researchers had attempted to measure the complexity of
the perceived environment by adopting different approaches.
In operationalising environmental conditions, two factors were
considered important; (a) the composition of the organisational environment, and (b) the dimension of the environmental conditions. Duncan
(1972) conceptualised the environment as comprised of only two sectors;
external and internal environment. The external environment, to Duncan,
refers to the task/direct environment. Bourgeois (1985) operationalised
environment as being only one sector, i.e. the external environment, which
w a s more a reflection of task sectors of the external environment. In this
study, the environment is operationalised as comprising three sectors:
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direct, indirect and internal sectors, the components of which are as listed
in appendix IV (Q1, Q2, Q3).
In operationalising complexity, Duncan counted the number of factors
and components deemed important to decision making and calculated
perceived complexity by applying the formula Complexity = Number of
decision factors x Square of Components. Tung on the other hand
adopted a similar approach but gave more or less weight to different
components of the environment, that is by giving less weight (weight 1) to
factors located in the internal environment and more weight (weight 2) to
external factors. These methods appeared rather complex and in an
attempt to avoid confusion and any objection a m o n g the C E O s of
Malaysian firms, a more straightforward measure was felt necessary for
the survey. A general comment from several C E O s and senior managers
during the pilot study pointed to the need for simpler questions. This was
adopted for this study and followed the approach adopted by Koberg
(1987) where respondents were required to assess the complexity of
environmental factors which are taken into consideration during planning
and decision making processes, ranking how simple or complex they were
on a scale from 1 to 5 (see Q 2 in Appendix IV).
In the calculation of perceived environmental uncertainty (PEU), past
researchers have dealt with the concept of uncertainty in a somewhat
more forthright fashion which appears rather complex; that is, by asking
respondents to assign probabilities to outcomes (e.g. Duncan, 1971;
Downey et al. 1975; Bourgeois, 1978). For example, respondents needed
to identify factors and components in an environmental list that had to be
taken into direct consideration in making decisions. Then they were
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required to indicate whether the factors and components posed greater
uncertainty in decision making and in the attainment of organisational
goals. Respondents were also required to indicate the range of sureness
(i.e certainty) between 0 and 1.0. The P E U for each environmental
Component w a s calculated for each individual respondent in the organisation and then these scores were pooled to get a m e a n and standard
deviation on each component for the entire organisation. The mean of the
component PEU's and the sum of the total component standard deviations
serves as the overall P E U (Bourgeois, 1978).
The observations made from the literature review indicated rather
complex methods in operationalising perceived uncertainty. Again, a
simple and straightforward approach was adopted in this study. For the
measurement of perceived uncertainty, respondents were required to rate
their ability to predict changes and/or the effects on their organisational
environment on a scale from 1 to 5, i.e. a score of 1 being very able to
predict changes and 5 as not being able to predict changes at all (see Q.3
of Appendix IV). Responses from the sixteen factors were s u m m e d and
averaged and these scores were s u m m e d and averaged for each of the
environmental categories. These were also s u m m e d and averaged to
provide a single measure of perceived uncertainty. In section 5.12 of this
chapter, results of the reliability coefficients (Cronbach Alpha) for both
perceived complexity and uncertainty are presented.

5.6.2. Measures of Corporate Strategic Planning Variables
In an attempt to develop measures for all the variables required for
this research, consideration was first given to finding whether there
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existed any measures which were considered appropriate for the kind of
variables under study. Secondly, attention w a s paid as to whether these
measures were reliably and validly constructed. Based on an intensive
review of the literature, several measures for planning variables were
found to be very appropriate, most of these measures having a relatively
high reliability reading. To avoid a waste of unnecessary effort, s o m e of
these measures were adopted for the final data collection. However,
these adopted measures were still subjected to a pilot test in order to test
further their reliability.
Out of the 17 planning variables investigated in this study, 9 were
adopted with no, or only minor, adjustments. These were: formalisation of
planning, line m a n a g e m e n t participation in planning (Calingo, 1984);
resources and analytical techniques used in planning, internal and
external orientation of planning (Ramanujam, Venkatraman and Camillus,
1986; R a m a n u j a m and Venkatraman, 1987); frequency of information
search (Rhyne, 1985; 1987), and finally comprehensiveness in decision
making (Frederickson, 1984). The reliability coefficients (Cronbach alpha)
for these measures as reported by these researchers were as follows:
1. Formulation of planning

- 0.76

2. Line management participation
in planning process

- 0.52

3. Resources used for planning

- 0.76

4. Analytical techniques used

- 0.83

5. Internal orientation

- 0.68

6. External orientation

- 0.61

7. Frequency of information search

- not reported

8. Decision comprehensiveness

- 0.96
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5.6.2.1. Comprehensiveness of Planning Process
Construction of this measure was based on Calingo (1984) who
translated the L C A G model of strategy formulation (Learned etal. 1965)
into a list of eleven activities undertaken during a typical corporate
planning cycle. In his measure, Calingo asked respondents to indicate
whether each of the eleven activities w a s performed and a score 1 w a s
awarded to any positive response with total score of eleven indicating a
remarkably comprehensive planning process.
Since firms undertake all, or most, of these activities and only differ in
the degree or extent of going through each of these activities, a different
approach to scoring w a s adopted for this study. It is therefore more
appropriate that the measure should be considered to indicate the extent
that these activities are performed. The activities then lie on a continuum
from 'not at all' (score 1) (not performed at all) to 'completely' (score 5)
(extremely comprehensive). A very high value on this measure indicates
that to a very large extent these activities are performed in the formulation
of corporate strategic plans and strategies. The eleven planning activities
as stated above are presented in Appendix IV (Question No. 8).

5.6.2.2. Planning Period or Futurity
The measure constructed here was straightforward and asked
respondents only to indicate the 'period of time' (in years) in which plans
are prepared in the organisation from a scale of 1 to 5. A score of 1
indicates that the plan had a horizon of less than one year and a score of
5 indicates a planning horizon greater than five years (see Question No.3).
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5.6.2.3. Frequency of Planning Review and Appraisal
Any corporate plans prepared may need to be reviewed and revised
depending on conditions surrounding the organisations. A s hypothesised
in Chapter IV, frequent reviews and revisions are required under changing
environments, and vice versa. In this study, this variable was measured by
requesting respondents to indicate the frequency with which corporate
plans were reviewed and updated (see Question No.5).

5.6.2.4. Proactiveness of Corporate Planning
Proactive in this study means the act of foreseeing strategic
problems and taking appropriate actions so as to avoid or minimise such
problems. A formulated plan can either be proactive, active or reactive in
its approach. Strategic m a n a g e m e n t theorists (e.g. Andrews, 1971;
Ansoff, 1965; Hofer and Schendel, 1978; Steiner, 1979) have theories
that, in the formulation of strategic plans, organisations engage in
activities such as establishing goals, monitoring the environment,
assessing organisational strengths and weaknesses, generating and
evaluating strategic alternatives, and making strategic choices. Being
extensively involved in all these activities is an indication of higher
proactiveness in the formulation of strategic plans (Frederickson and
Mitchell, 1984).
To measure the extent of a firm's planning proactiveness, respondents were asked to indicate the extent to which each of the activities
suggested earlier was followed or implemented by the firm (see Question
No. 12). These responses were factor analysed to examine unifactorial
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construct. A higher score indicates the proactive nature of the firm's
corporate strategic plans.

5.6.2.5. Managerial Values/Beliefs
In this study, managerial values/beliefs are associated with the way
senior executives value or view corporate planning as a system designed
to improve organisational effectiveness. Since most organisations engage
in planning, it is with the formality of corporate planning that this study is
concerned. Chapters Three and Four have discussed the idea that any
m a n a g e m e n t systems which an organisation wishes to employ are also
affected by the values/beliefs of its management. This study adopts a
similar stand, in that this factor might also explain the degree of formality
in planning that a firm employs.
Question No. 13, Appendix 4 shows a sample of the final measure for
this variable. The construction of this measure was based on discussions
with various m a n a g e m e n t academics, planning practitioners, and on a
study of m a n a g e m e n t texts. This is a n e w construct and there is no
available measure for it. Seven items were included in the measure to
check h o w executives' values affect formality of planning, under two main
categories; (a) respondent's belief in the benefits gained from higher
planning formalisation (i.e. item 1,2,3,6), and (b) whether greater planning
formalisation is needed, considering the firm's environment and its size
(i.e. item 4,5,7). This is perhaps an unsophisticated measure of this
variable. However, it w a s thought best that any system preference would
normally be based on the decision maker's perception of the system's
benefits and/or its justification. Factor analysis was carried out on all the
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scores to examine the unifactorial construct and the calculation of their
reliability (Cronbach alpha), and inter-item correlation was made. A higher
overall score indicates a positive value/belief (i.e. favourable) in greater
formality in corporate level planning.

5.7. Analytical Methods Employed in this Research
In the final section of this chapter, an attempt will be made to provide
an overview of the statistical procedures and methods adopted in this
study to test the various hypotheses and propositions developed in
Chapter Four, as well as those which were used in the testing of the
instrument's reliability and in the preliminary testing of hypotheses
following the pilot study, and there will also be an investigation of other
explanations of the final results.

5.7.1. Unit of Analysis
The unit of analysis to test the hypotheses is at the 'organisation'
level. W h e r e more than one respondent responded to the mail questionnaire, individual responses were aggregated to form an organisational
level measure for variables using the A G G R E G A T E program of S P S S
(Hull and Niles, 1981). However, most of the firms which received more
than one questionnaire, in particular the large and very large firms, filled in
only one questionnaire with the explanation that similar responses would
be given if the other executives were to respond as well.
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5.7.2. Levels of Measurement
In testing the various hypotheses, measurement was made at either
the interval or ordinal level for most variables. However, there were a few
variables measured by nominal or categorical data.
Since many of the statistical methods employed in the study were
based on an assumption that the variables being tested were normally
distributed, descriptive statistics were generated using the S P S S
'condescriptive' program. These statistical results were analysed (based
on mean, standard deviation, skewness, kurtosis, etc) before the selection
of the appropriate statistical models for data analysis. If the variables
exhibited properties of a normal distribution, the degree of skewness and
kurtosis would be reasonably close to zero.

5.7.3. Statistical Procedures
Five major hypotheses were developed and tested in this study and
different statistical techniques were required to test these hypotheses.
Since this study is more a correlational study, attempting only to
investigate relationships between variables, most of the statistical tools
used were 'correlational' methods. The proposition that there existed
s o m e degree of significant differences among the firms/groups studied
allowed for the use of analysis of variance (ANOVA) to test the validity of
the research model.
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5.7.3.1. Parametric Test Procedures
A "parameter" is the statistical property of a population - the mean
and standard deviation of such parameters. Parametric tests, such as the
t or F test, are based on models which specify certain conditions for the
parameters of the population from which the research sample w a s drawn.
Parametric tests have a variety of strong assumptions underlying their use
and also require that the scores being analysed result from measurement
with the strength of at least an interval scale (Siegel, 1956). T h e bestknown assumption is that the population scores are normally distributed.
T h e next important assumption is that, in analysis of variance, the
variance within the groups is statistically similar, and that variance is
assumed to be homogeneous from group to group. The third assumption
is that the measures are continuous measures with equal intervals. The
last assumption is of independence of observations (statistical independence), in that all observations m a d e are assumed to be independent of
each other (Kerlinger 1986).
While hypothesis testing was the major objective of this study,
several useful additional analyses were performed in an attempt to obtain
a good general descriptive view of perceived environmental conditions, i.e.
corporate planning practices of Malaysian private enterprises. In this,
several nonparametric and parametric statistics were used.

5.8. Pilot Study Results
A pilot study of the survey instrument and appropriateness was
conducted in Malaysia on private enterprises. 40 firms initially participated
in the pilot study, but only 35 finally returned the questionnaire. After
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checking through, only 29 firms had their questionnaire fully completed
and usable for analysis. The remaining 6 either did not complete it or
there were some inconsistencies identified in their responses.
Table 5-8 s h o w s the sectoral distribution of the firms which
participated in the pilot study. About 32.5% of these firms represented the
banking and financial sector and the rest (67.5%) represented the
manufacturing sector.
Table 5-8. Sectoral Distribution of Firms Participating
In Pilot Study

SECTOR

No

%

13

32.5

32.5

100-1,100

b. Petroleum & Chemical

7

17.5

50.0

300-2,500

c. Machinery, Equipment

8

20.0

70.0

250-2,000

d. Foods, Beverages and

7

17.5

87.5

300-1,000

5

12.5

100.0

400-1,800

a. Banking & Finance

Cum.%

Size Range

Tobacco
e. Textiles & Apparels
Total 40 100.0 100.0 100-2,500
Note: Size = Number of full-time employees

5.8.1. Respondents
Respondents to the pilot questionnaire were either C E O s or Head, of
Planning Divisions or other Divisional Heads also involved in the corporate
planning process. Most firms had only one respondent (normally the
CEOs). Only a few of the firms had more than one respondent. As shown
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in Table 5-9 a total of 51 respondents participated in the exercise with 6
firms having more than one respondent. Of the 51 respondents, 32 were
C E O s (or equivalent titles), 13 were Heads, Planning (e.g. Planning
Managers, Corporate Planners), and 6 were Divisional or Departmental
managers w h o were also involved in the firms' planning processes.

Table 5-9. Pilot Questionnaire Respondents By Positions

Managerial Position

Res.

%

Cumulative %

1. CEOs or Equivalent 32 62.7 62.7
2. Corporate Planning
Managers or Planners
3. Divisional Managers

13

25.5

88.2

6

11.8

100.0

Total 51 100.0 100.0

Pilot Study Results
Using the S P S S software package, several computational analyses
were carried out. Since this pilot study w a s mainly meant to test all the
m e a s u r e s to be used in the final field survey, as well as perform
preliminary testing on s o m e of the major hypotheses, only certain
computational analyses were performed.
Initially, descriptive statistics were computed and the output (mean
and standard deviation) as shown in table 5-10 was closely examined for
an overview of the sample data. Based on the information in this table, the
following profile of a 'typical' participating firm can be constructed:
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1. T h e environment within which the 'firm' operates is perceived to be
moderately complex and stable (low uncertainty level),
2. The company's corporate planning design features appear to
match those of the model of this study, characterised by;
a. Formalised planning,
b. S o m e degree of line participation in corporate level planning,
c. Very comprehensive planning process,
d. S o m e increase in resources used to aid planning,
e. L o w use of analytical techniques to aid planning decision,
f. More emphasis on external facets of planning,
g. Greater emphasis on internal facets of planning,
h. Extensive and frequent information search,
i. Planning more proactive,
j. Deliberate, exhaustive decision making processes.
The typical firm appears to have those characteristics hypothesised
in this study. T h e findings seem to provide preliminary support to most of
the major hypotheses (though only H1a.O and H3a.O were tested).
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Table 5-10. Means and Standard Deviation on Research
Variables for Pilot Study (N = 29)
VARIABLE

Measure Interpretation
Range of Upper Limit

Mean

Std.
Dev.

Perceived Environment
Complexity
Uncertainty

1 -5
1 -5

Fairly complex
Stable

3.03
2.49

0.56
0.46

Formality
Line participation

1 -5
1 -5

3.69
2.50

0.78
0.67

Comprehensiveness
Analytical techniques
Resources used

1 -5
1 -5
1 -5

Formalised
S o m e degree of
participation
Very compre.
Less usage
Increased usage

3.92
1.91
3.27

0.59
1.23
0.88

More emphasis
Greater emphasis
Extensive search
Proactive
Very deliberative

3.52
4.07
3.72
3.79
4.57

0.70
0.59
0.62
0.59
0.97

Planning Processes

Planning Orientation
External facets
Internal facets
Information search
Proactiveness
Decision processes

1
1
1
1
1

-5
-5
-5
-5
-7

5.8.2. Preliminary Hypothesis Testing
To assess whether selected variables of planning are associated
with both perceived environmental complexity and uncertainty, Pearson
Correlation and Spearman Rank-Order Correlation were both computed.
Results obtained from both tests showed close similarities in the coefficients as well as in the nature of the relationships. Only the results
obtained from the Spearman Rank-Order are reported here as shown in
Table 5-11. The results provide tentative support for most of Hypothesis
1a.0. Although the uncertainty-planning relationships obtained are
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insignificant, more than half of the relationships obtained were in the
predicted direction. N o further detailed hypothesis testing w a s done.

Table 5-11. Correlations of Rank-Orders of Corporate Planning
Characteristics and the T w o Environmental
Conditions Perceived by Top Managers

Planning
Variables

Uncertainty

Complexity
Hypothesis

Result

Hypothesis

Result

Formality

+ve

+0.38*

-ve

-0.09

Comprehensiveness in
planning process
Line Participation

+ve

+0.47**

-ve

+0.23

+ve

+0.32*

-ve

-0.17

Resources used

+ve

+0.50**

-

-

Mgt. techniques used

-i-ve

+0.56**

-ve

+0.00

External Orientation

+ve

+0.49**

-ve

-0.13

Information search

+ve

+0.44**

-ve

+0.01

Decision compre.

+ve

+0.27*

-ve

-0.02

p < 0.1, ** p < 0.05, *** p < 0.001

5.8.3. Preliminary testing of the Instrument's Reliability
T h e second objective of the pilot study w a s to test the measures to
be used during the final field survey. For this, two separate tests were
carried out. The first test involved a thorough check on all comments from
respondents regarding the clarity of the questions, possible ambiguities,
and simplicity of language. C o m m e n t s from respondents regarding
instructions given on the front cover and inside the questionnaire were
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also noted. The second test involved the calculation of the instrument's
internal consistency (reliability coefficient) applying the formulas given by
Cronbach (1951). Although most past pilot studies only attempted the first
and checked and improved the measuring instrument prior to the full-scale
data collection, it was felt necessary to examine the internal consistency of
the measures used in this study. The objective was to ensure that only
reliable measures would be used in thefinaldata collection.
Based on the comments obtained from the respondents (mainly from
the personally administered questionnaire), only minor modifications to the
piloted questionaire were required:
1. There w a s a need to design an attractive and promising first
page cover to the questionnaire.
2. D u e to the "too long" c o m m e n t s , several m e a s u r e s not
concerning the model were excluded.
3. Minor adjustments to a few questions were m a d e to avoid
confusions.
4. There w a s a need to use a pastel coloured questionnaire to
encourage responses and to stand out a m o n g the numerous
documents on the desk of the senior executives.
Results from the reliability test (Cronbach alpha) were very
encouraging, as s h o w n in Table 5-12. With the exception of two
measures, they exceeded the minimum coefficient as recommended by
Cronbach (1951).
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Table 5-12. Reliability Results of Perceived Environment
And Planning Variables For Pilot Study

VARIABLES

Cronbach
Alpha

VARIABLES

Cronbach
Alpha

Complexity

0.83

Uncertainty

0.85

Planning Formality

0.53

Plan Compre.

0.85

Line Participation

0.62

Techniques Used

0.83

Resources Used

0.86

Info. Search Freq

0.84

External Orientation

0.73

Internal Orientn.

0.66

Proactivenss

0.86

Decision Compre. 0.89

Based on the various comments and suggestions as well as on
the results of the reliability test, some minor adjustments were m a d e to the
piloted questionnaire. The final version (as shown in appendix IV) of the
questionnaire w a s presented to the Doctorate Committee of the
Department of Management and approval was given for its use in the final
field survey.

5.9. Results of Factor Analysis:
Planning Measures
Most of the measures used in the data collection were of multi-items.
T h e variables investigated were conceptualised as multidimensional,
requiring multiple indicators to align with the underlying theoretical
dimension. In order to facilitate the investigation of the instruments'
reliability and subsequent data analysis, it w a s felt necessary to subject
all the multi-item measures to factor analysis. Factor analysis has been
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proposed as a procedure for assessing the construct validity of multi-item
measures. Although most of the adapted measures had been factor
analysed for construct validity by past empirical studies, it w a s felt
necessary for a similar test to be performed again. The adapted measures
were all used in the United States (USA), a developed country with
different respondent characteristics. Using it with Malaysian senior
executives would require any adapted western measures to undergo a
similar test.
A total of 13 multi-item measures were subjected to principal-axis
factor analysis. These measures are:
1. Formalisation of planning process
2. Comprehensiveness of planning process
3. Line management participation in planning
4. Resources used for planning
5. Analytical techniques used to aid planning decisions
6. Internal orientation of planning
7. External orientation of planning
8. Frequency of information search
9. Proactiveness in planning
10. Decision comprehensiveness or deliberativeness
11. Managerial belief in formalised planning
12. Perceived environmental complexity
13. Perceived environmental uncertainty.
A s a first step, the individual responses to all multi-items were factor
analysed using the principal components method with a varimax rotation.
Principal factors having eigenvalues greater than one were then extracted.
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If a scale is construct-valid, then the items comprising that scale should
form a unifactoral structure. Examination of internal consistency
(Cronbach alpha) of measures w a s performed based on the factor
analysis results.
As it is beyond the scope of this section to detail the processes
involved in the 'variables reduction' exercise (factor analysis), only those
results obtained after the refinement of the analyses are presented in this
section. The results from the first orthogonal rotation (varimax procedure)
indicated that most of the planning measures had all items loaded under
o n e factor, thus forming a single empirical dimension (unifactoral
structure) of the variables they represent. Table 5-13 shows the factoranalytic results for these variables. T h e results indicate that these
variables, as also found by the originators, are unidimensional. D u e to
single factor (unifactoral) loading, no further rotation was needed on these
variables.
The multiple indicators from two of the twelve planning measures as
indicated in Table 5-14 did not necessarily form a single empirical
dimension of the latent variables they represent. The indicators seemed
to reflect two distinct components of the latent variables. The interpretation
and treatment of these two-factor solutions are discussed below.

Frequency of Information Search
A close study of the items reveals that Factor I can be interpreted as
the "internal" sources of information search (INTERSOS). The sources of
information are from a specific management information system (MIS) for
planning; from the accounting system, personal contacts with superiors,
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Table 5-13. Varimax Factor Structure Matrices for One-Factor
Solution of Planning Measures

Factor Load
VARIABLE

Qn/ltem
Factor I

Formalisation of
planning process

7/1
2
3

Eigenvalue
% variance explained

Line Management
participation in
corporate level
planning

2/1 (R)
2
3(R)
4

4/1
2
3

Eigenvalue
% variance explained

.76895
.86854
.89959
2.15491
71.8

9/1
2
3

.63070
.79672
.80825
1.68581
56.2

Eigenvalue
% variance explained

Proactiveness of
planning

.83313
.84661
.81035
.48336
2.30116
57.5

Eigenvalue
% variance explained

Internal focus of
planning

.86134
.79252
.76730
1.95874
65.3

Eigenvalue
% variance explained

Resources used for
planning

Factor II

12/1
2
3
4
5

.78729
.78069
.77952
.80601
.85636
3.21995
64.4

Note:
(R)=Reverse
coded

Cont. Table 5-13

Factor Load
VARIABLE

Qn/ltem
Factor I

External focus of
planning

10/1
2
3
4
5
6
7

Eigenvalue
% variance explained

Comprehensiveness of
planning process

8/1
2
3
4
5
6
7
8
9
10
11

Eigenvalue
% variance explained
>

.71244
.81778
.68239
.74099
.75748
.88686
.72033
.62715
.62863
.65061
.77198
5.87781
53.4

(Part C)

Q.1
Q.2
Q.3
Q.4

.94440
.93249
.94956
.90860
3.48865
87.2

Eigenvalue
% variance explained

Senior management belief
towards formalised
corporate planning

.73130
.70761
.68743
.61941
.73445
.80620
.75472
3.65071
52.2

Eigenvalue
% variance explained

Comprehensiveness in
decision making process

Factor II

13/1
2(R)
3
4
5(R)
6
7(R)

.82049
.68636
.67106
.82941
.81059
.71768
.66667
3.89911
55.7

Note:
(R)=Reverse
coded

173

Table 5-14. Varimax Factor Structure Matrices for Two-Factor
Solution of Planning Measures

Factor Load
VARIABLE

Qn/ltem
Factor I

Frequency of information
search

-

11/1
2
3
4
5
6
7
8

.17602
.58451
.08930
.75881
.09105
.71949
.13653
.80198
.76595
.32335
.88124
.15226
.30785
.65924
.87991
.08295
3.49135 1.45431
43.6
18.2

6/1
2
3
4
5
6

.83589 -.17501
.84430 -.10768
.69105 -.42272
.54428
.15792
-.20191
.82756
.60529
.61905
2.63480 1.27184
21.2
43.9

Eigenvalue
% variance explained
Analytical Techniques UseeI
to Aid Planning Decision

Eigenvalue
% variance explained

Factor II

personal contacts with subordinates; and through inside reports. T h e
originator of this measure (Rhyne, 1985) called this 'internal data' which
organisations use to identify their strengths and weaknesses. It appears
that this factor alone explains about 43.6% of the variance. By contrast,
those items that clearly define Factor II are the sources of information that
originate from outside the organisation. These are: personal contact with
outsiders, outside publications, and outside studies. Factor II m a y
therefore be referred to as "external" sources of information search
( E X T E R S O S ) . This factor explains about 18.2% of the variance. A check
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on the correlation among these items showed positive correlation between
them. In this study, these two generated variables will be treated as two
separate variables in analysis. It should be noted that the originator of
this measure (Rhyne, 1985) did not m a k e any attempt to factor analyse
these items.

Analytical Techniques Used
T h e second factor (Factor II) of the analytical techniques can be
disregardedfortwo reasons:
1. It is statistically unimportant because it explains only a small
proportion of the variance in all the items, and
2. It is substantively uninterpretable.
Thus, the dual dimensionality of these two variables m a y well be a
function of r a n d o m m e a s u r e m e n t error. Since item 6 (i.e. project
management technique, P E R T / C P M ) is loaded under both factors, it was
decided to extract this item from the final analysis. Items 1,2,3, and 4 were
n o w considered to measure the underlying dimension. The result of the
new factor analysis is shown in Table 5-15. The total variance explained
by this n e w factor w a s 55.3%. T h e result indicated that the variable
( T E C N Q ) , as redefined, w a s unidimensional. The calculation of internal
consistency for this measure was based on this result.
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Table 5-15. Varimax Factor Structure Matrices of
Redefined Analytical Techniques Used

VARIABLE

Qn/ltem

Analytical Techniques 12/1 .84741
Used to Aid Planning
2
Decision
3
4
Eigenvalue
% variance explained

Factor
Loading

.87140
.73298
.44348
2.21
55.3

5.10. Internal Consistency/Reliability:
Planning Measures
T h e calculation of the internal consistency (Cronbach alpha) of all
planning variables w a s based on the results obtained from the factor
analysis. Those items extracted (in this case only one variable) were not
included in this computation. This test is important as it will determine a
measure's reliability, and it is concerned with detecting measurement
errors that arise w h e n responses to multiple items within an index are
internally inconsistent. High reliability was expected because only those
items loaded under the c o m m o n factor were included in the reliability test.
Table 5-16 shows the results of the internal consistency tests on all
planning variables which have been factor analysed. T h e table also
exhibits the average inter-item correlation among the items included in the
measure. T h e reliability coefficients range from 0.61 to 0.95, which are
considered relatively high. These coefficients far exceeded the minimum
r e c o m m e n d e d value as suggested by Nunnally (1967) and they are
therefore considered adequate for this kind of study. Small differences
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Table 5-16. Reliability Results for Planning Variables
and Systems Orientations

Internal Consistency
PLANNING
VARIABLES

1. Formalisation of planning process
(FORMAL) - 3 items

Ave. Inter- Cronbach
Item Corr. Alpha
.55 ***

.70

2. Line Participation in Corporate .42 ** .73
Level Planning (LINE) - 4 items
3. Comprehensiveness of planning
process ( C O M P R E ) -11 items

.42**

.89

4. Resources Used for planning
(RESOS) - 3 items

.57**

.78

5. External Focus of planning
(EXTERN) - 7 items

.38**

.81

6. Internal Focus of planning
(INTERN) - 3 items

.34**

.61

7. Proactiveness of planning
(PROACT) - 5 items

.55**

.86

8. Frequency of External Information .67***
Search (EXTERSOS) - 3 items

.86

9. Frequency of Internal Information .49**
Search (INTERSOS) - 5 items

.83

.37**
10. Analytical Techniques Used to
Aid Planning Decisions
(TECNQ) - 4 items
11. Comprehensiveness in Strategic .83 ** .95
Decision Making
( D E C C O M P R E ) - 4 items

.73

12. Managerial Values/Belief in .45 ** .86
Formalised Planning
(VALUE) - 7 items
*p<.1
** p < .05
*** p < .001
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were found between these coefficients and those reported by its
originators (see page 155).

5.11. Factor Analysis Results - Perceived Environment
As discussed in section 3.5 of Chapter Three, sixteen indicators were
taken to represent the organisational environmental factor. These items,
as shown in Figure 4, consist of the three sectors of the perceived
environment: direct, indirect, and internal sectors. To facilitate subsequent
analysis, an attempt w a s m a d e to reduce the number of the selected
environmental indicators into the above three environmental variables.
Even if the factor analysis were not to produce a three factor solution
similar to the theoretical framework discussed in Chapter Three, factor

Figure 4. Environmental Sectors and Indicators/
Items Examined In this Study

Direct Environment Sector
Competitor, Customer, Supplier.
Indirect Environment Sector
Government Regulation, Economic, Technology, Political,
Legal, Shareholder, Public Interest Group, Business
Interest Group, Demographic.
Internal Environment Sector
Product/Service Quality, Staff & Managerial Capability,
Operation &/or Engineering Capability, Definitional.
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analysis would still be necessary to determine if, across items reflecting
differing dimensions (i.e. complexity and uncertainty) of the environment,
there existed a c o m m o n core of environmental sectors so that an artificial
construct representing the sectors could be constructed and compared
across these dimensions.
Tables 5-17 and 5-18 show the factor analysis, orthogonally rotated
with a varimax procedure for both perceived complexity and uncertainty.
Only those coefficients greater than 0.4 are included in the two tables.
Coefficients lower than 0.4 are not considered to load on a factor. Analysis
of these results revealed that there were three factors which surfaced.
The components loaded on to these factors, in particular the complexity
measure, appeared to match the components conceptualised earlier.
However, with the exception of the T E C H N O L O G Y component, all other
components of the indirect environment sector loaded on to Factor I (i.e.
the indirect sector). Components D E M O G R A P H I C and B U S I N E S S
I N T E R E S T G R O U P load on Factor I, II (internal sector) and III (direct
sector) respectively, and they can be disregarded. As conceptualised, the
C O M P E T I T O R S , C U S T O M E R S and SUPPLIERS components loaded on
Factor III. With the exception of the DEFINITIONAL component which
loaded on both Factor I and II, the other three components loaded on
Factor II, paralleling the concept adopted for this study.
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Table 5-17. Varimax Rotated Factor Structure Matrices for ThreeFactor Solution of Perceived Complexity Measures

Factor
Environmental
Indicators/Items

Factor I
Competitor
Supplier
Customer
Govt. Regulation
Economic
Technology
Political
Legal
Shareholder
Public Interest
Group
Business Interest
Demographic
Product/Service
Quality
Staff/Managerial
Capability
Operations/Eng
Capability
Definitional
Eigenvalue
% Variance Explained

Lo ad

Item

1
2
3
4
5
6
7
8
9
10
11
12
13

Factor II

.75744
.69141
.70274
.67129
.67122
.50982
.81646
.80158
.78558
.59970
.54462
.40408

.41944
.54725
.82101

14

.90971

15

.88334

16

Factor III

.50455

.60859

6.45820
40.4

1.82849
11.4

1.62263
10.1

Results for the uncertainty measure (Table 5-18) did not, in total,
seem to match with the concept. In contrast to Factor II (i.e. direct sector),
both Factor I and III are uninterpretable. Factor I appears to include both
the internal, and most of the indirect sector, components. T h e results
obtained here are not consistent with those obtained for the complexity
m e a s u r e a n d with the conceptual framework within which the
environment had been defined. Since there would have to have been a
combination of the perceived complexity and uncertainty measure in
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computing other variables, consistency w a s an absolute necessity.
Selecting the data reduction results from the factor analysis might not
have been appropriate due to the suspected problems caused by any
measurement error. Consequently, another approach to data reduction
was felt necessary.

Table 5-18. Varimax Rotated Factor Structure Matrices for ThreeFactor Solution of Perceived Uncertainty Measures

Factor
Environmental
Indicators/Items

Item
Factor I

Competitor
Supplier
Customer
Govt. Regulation
Economic
Technology
Political
Legal
Shareholder
Public Interest
Group
Business Interest
Demographic
Product/Service
Quality
Staff/Managerial
Capability
Operations/Eng
Capability
Definitional

Eigenvalue
% Variance Explained

Load

1
2
3
4
5
6
7
8
9
10

-.40173
.51685

11
12
13

.82417
.86659
.85603

14

.88781

15

.90992

16

.84541

Factor II

Factor III

.78217
.64669
.86052
.44636
.59678

.82077
.55080

.67206
.79245
.82890

7.44642
46.5

.65699
.58408

2.62080
16.4

1.42762
8.9
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This a p p r o a c h involved measuring the internal consistency
(reliability) of the scales based on the conceptual framework of the study.
The reliability (Cronbach alpha) reading for these scales were as follows:

Perceived Environmental Complexity
Direct Sector

=

0.642

Indirect Sector =

0.862

Internal Sector =

0.890

Perceived Environmental Uncertainty
Direct Sector

=

0.711

Indirect Sector =

0.868

Internal Sector =

0.935

To decide which scale to use in the subsequent statistical analysis, a
comparison w a s m a d e between reliability coefficients obtained from the
conceptual scales and the factor derived scales. The reliability coefficients
for the factor derived scales were as follows:

Perceived Environmental Complexity
Factor I = 0.642
Factor II

=

0.855

Factor III =

0.869
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Perceived Environmental Uncertainty
Factor I = 0.711
Factor II

=

0.491

Factor 111= 0.951
It w a s decided to give a score of 1 to each scale with the highest
reliability coefficient and a score of 2 to each scale with the lowest
reliability coefficient. The scales with the lowest total score were chosen
for further analysis. Table 5-19 shows the results of the total scores for
both scales. From this table it is clear that the conceptual scale produces
the lowest total scores, i.e. 11.9 compared to 13.5 from the factor derived
scale. A decision w a s m a d e to select the conceptual derived scale to
represent the environmental variables in further analysis.
One might argue that the rationale behind this decision was
somewhat ad hoc. Faced with such a situation, the best possible option
might be not to sacrifice comparability across dimensions and
consistency, which is the aim of this study. However the relatively high
reliability coefficients on the conceptually derived scales, and the need for
a consistent approach to outweigh problems caused by measurement
error, led to the methodological solution adopted.
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Table 5-19. Perceived Environment 2-Scales Computation
SCALES
TYPE

Cronbach Score
Alpha
Award #

Total
Score

Factor Derived
Complexity
Factor I
Factor II
Factor III ++

.642
.855
.869

1
2
2

1.642
2.855
2.869

7.366
Uncertainty
Factor I
Factor II +++
Factor III @

.711
.491
.951

1
2
1

1.711
2.491
1.951
6.153

Total: 13.519
Theory Derived
Complexity
Direct sector
Indirect sector
Internal sector

.642
.862
.890

1
1
1

1.642
1.862
1.890

5.394
Uncertainty
Direct sector
Indirect sector
Internal sector

.711
.868
.935

1
1
2

1.711
1.868
2.935
6.514

Total: 11.908+
# Highest p = 1; Lowest p = 2
+ Total lowest score = Mostly reliable for acceptance
++ Factor uninterpretable
++++ 2 factors only (Govt. Regulation & Politic)
©Factors uninterpretable (mixture of internal & indirect)
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5.12. Reliability Scores for Total Environment
Since this study in part investigates the relationships between overall
perceived environmental conditions and the various planning characteristics, it was felt necessary to examine the internal consistency of all the
component items. Internal consistency provides in most situations a
conservative estimate of a measure's reliability. T h e results of the
reliability tests showed relatively high reliability coefficients for both
perceived complexity and uncertainty measures, as shown in Table 5-20.
This chapter described the methodology employed in this study, as
well as the construction of measures used in the final field survey and the
statistical m e t h o d s used for the testing and analysis of various
hypotheses. The results obtained from the pilot study, factor analyses, and
reliability scores were also presented. In the next chapter, results of the
hypothesis testing and analysis are reported and discussed.

Table 5-20. Reliability Results of Total Perceived
Environment Complexity and Uncertainty

Internal Consistency
Total Perceived
Environment
Ave. Interitem
Corrrelation

Cronbach
Alpha

1. Complexity .343** .893
2. Uncertainty

* p<0.1
** p < 0.05

.347*

.905

CHAPTER VI
R E S E A R C H FINDINGS
6.1. Introduction
In this chapter the results of the research are discussed. In the
section which follows, a discussion of the descriptive statistics for key
variables employed in the research is presented followed by a discussion
of the intercorrelations of all variables. Thereafter, the results derived from
testing the five hypotheses are set out followed by discussion of these
results.

6.2. Description of the Data
This section presents descriptive statistics of the sample data and
orients the reader to the preliminary data.
Table 6-1 shows the means and variances, skewness range, of the
variables under consideration. These have been grouped under environment, planning, and planning orientation. Complete tabulations of the
questionnaire may be found in Appendix IV.
Based on the data on Table 6-1, the following profile of a "typical"
participating firm can be constructed.

6.2.1. Characteristics of Perceived Environmental Conditions
Generally, the overall environmental complexity of the population
studied w a s perceived as fairly complex (mean=2.9) and unstable
(mean=2.7). The direct sector (task) was perceived as more complex
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(mean=3.2) and unstable (mean=3.0) than both the indirect and the
internal sectors. Surprisingly, the internal sector w a s perceived as more
complex (mean=2.8) than the indirect sector (mean=2.5) despite a similar
uncertainty level.

Table 6-1. Means, Std. Deviations and Others of Variables

Mean

VARIABLES

Std.
Dev. iSkewness Range

ENVIRONMENT MEASURES:
2.9
2.7
3.2
2.5
2.8
3.0
2.7
2.7

.57
.64
.75
.62
.84
.67
.72
.95

.10
.32
-.44
.19
.23
-.21
.28
.55

3.0
3.3
4.0
3.1
3.7
3.3
3.2
4.0

3.5
3.5
3.5
3.3
3.4
3.2
2.8

1.07
.63
.91
.55
.74
.89
1.07

-.45
-.02
-.65
-.12
-.59
-.47
.72

4.0
2.9
3.5
3.5
4.0
4.0
4.0

. Internal Focus
. External Focus
. Internal Info. Source
. External Info. Source
. Proactiveness
. Decision Compre.

3.9
3.4
3.8
3.7
3.7
4.3

.63
.66
.74
.82
.64
1.36

-.60
-.11
-.75
-.15
-.20
-.06

3.0
3.4
3.4
4.0
3.4
6.0

MANAGERIAL VALUES

3.5

.89

-.69

3.0

SIZE (N employees)

3.6

1.21

-.26

4.0

. Perceived ComplexityfT)
. Perceived Uncertainty(T)
. Direct Complexity
. Indirect Complexity
. Internal Complexity
. Direct Uncertainty
. Indirect Uncertainty
. Internal Uncertainty
PLANNING M E A S U R E S :
. Formalisation
. Comprehensiveness
. Line Participation
. Techniques used
. Resources used
. Futurity of plans
. Plan Review Frequency
PLANNING ORIENTATION:

T = Total or Overall Environment
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A s indicated by the data in Table 6-1, perceived environmental
measures reflect a normal distribution. The measures of skewness, which
would be zero for perfectly normal data are, in most cases, relatively close
to zero.

6.1.2. Characteristics of Corporate Planning Processes
Generally, these firms were mostly medium size (by Malaysian
standards) with annual sales ranging from M$51 -100 million. Corporate
planning employed w a s found to be formalised and comprehensive
(mean=3.5 and 3.5 respectively). There w a s a certain level of line
management participation in corporate level planning (mean=3.5) which
had about a 3-year horizon. There were indications that there had been
an increase in both analytical techniques and resources used (mean=3.3
and 3.4 respectively) to aid planning and strategy decision and effort to
deal effectively with the complex environment and to reduce uncertainty.
T h e uncertain environment perceived in the direct sector m a y have
explained the need for the semi-annual review, re-appraisal, and updating
of corporate planning.

Planning Orientations
Generally, planning orientations were found to be both externally
(mean=3.4) and internally focussed (mean=3.9) which is to be expected
from organisations operating under such environmental conditions.
Planning orientation in terms of problem prevention and avoidance
w a s seen as more proactive with a m e a n of 3.7. This w a s indicated by
extensive planning activities such as the establishment of corporate goals
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and objectives, environment monitoring, internal capabilities assessment,
the search for and evaluation of alternatives, and the development of an
integrated plan.
Strategic decision making processes were seen as fairly
comprehensive and deliberative (mean=4.3), indicated by the firms'
involvements in the four decision making stages (determination of the
cause of major problems, generation of alternatives, evaluation of a
particular action, and integration of major decision making).
Importantly, there w a s a generally positive belief (mean=3.5) in
formalised corporate planning on the part of the firms' chief and senior
executives. A s a whole, they believed in the benefits which could be
gained from the implementation of more formalised planning. There w a s
also the belief that the situations in which the firms found themselves
justified the implementation of formalised planning.
Given the generally normally distributed data, parametric statistics
were used where appropriate to the hypotheses of the study. However,
due to their simplicity, several nonparametric statistics were used in other
analyses.

6.2.3. Intercorrelations of Measures
Tables 6-2a, 6-2b and 6-2c introduce the intercorrelations between
environmental conditions, context (size and values), and all planning
measures. These tables also present the reliabilities (Cronbach alphas) for
all measures. While this section is not intended to analyse and discuss
these relationships in detail, the data do provide useful information
pertaining to the overall relationships.
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Generally, the data from Table 6-2a revealed rather significant
relationships between overall perceived environmental complexity
( C O M P L X T T ) and uncertainty ( U N C E R T T ) and most of the planning
measures. With the exception of analytical techniques used (TECNQ),
planning horizon (HORIZON), review frequency (REVFREQ) and internal
information source (INTERSOS), C O M P L X T T is correlated to all planning
variables significant at 0.1 level (at least). Organisational size (SIZE) is
also identified as having high correlation to all planning measures
significant at 0.1 level (at least), with the exception of resources used
(RESOS), review frequency (REVFREQ), internal and external information
source ( I N T E R S O S and E X T E R S O S ) and internally focusssed plans
(INTERN). With the exception of H O R I Z O N , R E V F R E Q and INTERN,
managerial values/beliefs in formalised planning ( V A L U E S ) are
significantly correlated to all planning variables at least at the 0.1 level.
Similarly, the data from Tables 6-2b and 6- 2c revealed high correlational
pattern between the three sectors of the two perceived environments (i.e.
direct environmental complexity ( C O M D I R ) ; indirect complexity
(COMIND); internal complexity (COMINT); direct environmental uncertainty (UNCDIR); indirect uncertainty (UNCIND); and internal uncertainty
(UNCINT)) and most of the planning measures.
The next sections report and discuss further findings of other
hypothesis testing performed subsequent to the initial correlational
analysis.
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Table 6-2a. Means, Standard Deviations, Reliabilities, and Intercorrelations of
Total Environmental and Contextual and Planning Measures

Variable

Mean

S.D.

1

2

3

4

5

6

7

8

9 10 11 12 13 14 15 16 17

1. COMPLXTT 2.9 .57 (89)
2. UNCERTT 2.7 .64 40 (91)
3. SIZE 3.6 1.21 38 21 1.00 +
WWW

WW

4. VALUES 3.5 .89 25 22 47 (86)
WW

WW

www

5. FORMAL 3.5 1.07 34 14 43 60 (70)
www

www

www

6. COMPRE 3.5 .63 36 14 34 49 57 (89)
WWW

www

www

www

WW

www

7. LINE 3.5 .91 28 09 20 22 41 40 (73)
WW

WW

www

8. RESOS 3.4 .74 17 02 08 16 06 17 00 (78)
**
9. TECNQ 3.3 .55 13 -31 20 21 16 47 24 51 (73)
irit

ww 1

ww1

www 1

irt

wiWr

10. HORIZON 3.2 .89 -01 -11 15 03-02 09 04 -04 17 1.00 +
11. REVFREQ 2.8 1.07 03 11 -03-00-04 08-24-18 01-31 1.00 +
12. INTERSOS 3.8 .74 05 -25 08 13 11 18 25 19 20 06 -09 (83)
WW"

WW

WW

WW

WW

13. EXTERSOS 3.7 .82 25 -02 07 11 19 47 27 34 20 00 -00 41 (86)
irit

idt

WW"W

irlrit iritit • •

www

14. INTERN 3.9 .63 -20 -23 -04 -05 -02 10 03 -08 06 09 18 21 17 (61)
** **
** **
15. EXTERN 3.4 .66 42 15 36 37 48 58 47 33 51-09 07 13 42 14 (81)
*"*•*'

irit

irlrit icirlt w w w 1

***

iririt irit

ww*

ww*

*•

16. PROACT 3.7 .64 26 -02 33 35 36 67 39 23 45 17 -00 19 42 09 48 (86)
17. DECCOMP 4.3 1.36 38 22 45 46 51 58 30 14 27 23 09 17 34 12 48 59 (95)

Note:
Decimal points have been omitted
** Significant at the .05 level
*** Significant at the .001 level
+ Single-item measure

Variable
=1-2 = Overall Environmental Measures
Variable 3-4 = Contextual Measures
Variable 5-17 = Planning Measures
Reliabilities (Cronbach alpha) are shown within parentheses.

Abbreviations Used:
COMPLXTT =
UNCERTT
SIZE
VALUES
FORMAL
COMPRE
LINE
RESOS
TECNQ
HWWILOH

Overall Environmental Complexity REVFREQ = Frequency of review and appraisal
= Overall Environmantal Uncertainty
of plans
= Organisational Size
INTERSOS = Frequency of internal information
= Managerial values/beliefs in
search
formalised planning systems
E X T E R S O S = Frequency of external information
= Formality of planning processes
search
= Comprehensiveness of planning process INTERN
= Internally focussed plans
= Line participation in planning
EXTERN
= Externally focussed plans
= Resources used for planning
PROACT
= Proactiveness of planning
= Analytical techniques used to aid
D E C C O M P = Decision making comprehensiveness
planning and strategic decisions
- PI... 'ifkhorizon (in years)

iable 6-2'b. Means, Standard Deviations, Relabilrties and Intercorrelations of Direct, Indirect,
and Internal Environmental and Planning Measures

Variable

Mean

1. C O M D I R

3.2

S.D.

1

2

.75

(64)

3

4

5

6

7

8

9 10 11

12

13

14

15

16 17

18 19

2. COMIND 2.5 .62 37 (86)
3. COMINT 2.8 .84 39 56 (89)
4. UNCDIR 3.0 .67 20 04 08 (71)
**
5. UNCIND

2.7

.72

19 30 39 24 (87)

6. UNCI NT 2.7 .95 -03 17 23 18 79 (94)
WW

7. F O R M A L

3.5

1.07

W#

iWf

WWW 1

19 25 32-12-21
w*

irk

ww*

12 (70)

w*

8. C O M P R E

3.5

.63

27 27 37 -12-18 09 57 (89)
*** *** ***
**
***

9. LINE

3.5

.91

21 18 16 -03 -06 02 41 40 (73)
******
******

10. R E S O S

3.4

.74

04 27 -02 19 05-08 06 17 -00 (78)
**
**

11. T E C N Q

3.3

.55

27 09 10 -10 -19 -18 16 47 24 51 (73)
**
*** ** ***

12. H O R I Z O N 3.2

.89

-05 04 05 12-11 -12-02 09 04-04

17 (+)

13. REVREQ 2.8 1.07 -13 00 03 13-19 01 -04 07-24 -18 01 -31 (+)
14. INTERSOS3.8 .74 11 06 -01-11 -22-22 11 18 25 19 20 06 -09 (83)
WW

15. E X T E R S O S 3.7

.82

3.9

.63

w*

3.4

.66

3,7

19. D E C C O M P 4 . 3

.64
1.36

WW

WW

irit

irlrit * w

WW*

w*

irit

#•

WW*

06 09

^*

18 21
w*

25 24 29 -03 18 12 48 58 47 30 51 -09 07
ww*

18. P R O A C T

WW

02-15-18 02-23-19-02 09 03-08
Aw1

17. E X T E R N

W*

21 23 10 -04 03 -03 19 47 27 34 30 01 -00 41 (86)
w*

16. INTERN

WW

iritit w w *

14 25 22 05 -01 -05 36 67 39 23 45 17 -00 19

42

09 48 (86)

#*ifc

H*w

ww*

ww*

itw*

•*

13 25 31 10 24 12 51 58 30 14

•*•

14 (81)

ww

***

ikw*

13 42

w*

ww

**•*

17 (61)
irit

ww*

www

w*

irit

*w*

idt

27 23 09

irit

17 34

•••

12 48 59 (95)

"Significant at the .05 level
*** Significant at the .001 level
Note: Variable 1-6 = Environmental Measures
+ Single-item measures
Variable 7-19 = Planning Measures
Note: Decimal points have been omitted
Reliabilities (Cronbach alpha) are shown within parentheses
Abbreviations Used:
COMDIR = Environmental Complexity, Direct Sector REVFREQ = Frequency of review and appraisal
COMIND
= Environmental Complexity, Indirect Sector
of plans
COMINT
= Environmnetal Complexity, Internal Sector INTERSOS = Frequency of internal information
= Enviroenmtal Uncertainty, Direct Sector
search
UNCDIR
UNCIND
= Environmental Uncertainty, Indirect Sector E X T E R S O S = Frequency of external information
= Environmental Uncertainty, Internal Sector
search
UNCINT
FORMAL
= Formality of planning processes
D E C C O M P = Decision making comprehensiveness
= Comprehensiveness of planning process INTERN
= Internally focused plans
COMPRE
LINE
= Line participation in planning
EXTERN
= Externally focused plans
RESOS
= Resources used for planning
PROACT
= Proactiveness of planning
= Analytical techniques used to aid
TECNQ
planning and strategic decisions
QM

11Mining horizon (in years)
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Table 6-2c: Means, Standard Deviations, and Intercorrelations of Organisational
Size, Managerial Values/Beliefs and Planning Measures

Variable

1. SIZE

Mean

3.6

S.D.

1

2

•*•

WW*

3

4

5

6

7

8

9 10

11

ww

w*

12

13

14

15

1.21

2. VALUES 3.5 .89 43 3. FORMAL 3.5 1.07 43 80 4. COMPRE 3.5 .63 34 49 57 WW*

#•*

*•*-*

W*

www

5. LINE 3.5 91 20 22 41 40 W*

www

6. RESOS 3.4 .74 10 16 06 17-00 *W

7. TECNQ 3.3 .55 18 21 16 47 24 51 #*

WW*

W*

WW*

8. HORIZON 3.2 89 15 03 -02 09 04 -04 17 •
**
9. REVREQ 2.8 1.07 02 -00 -04 07 -24 -18 01 -31 W*

***

10. INTERSOS3.8 .74 08 13 11 18 25 19 20 05-09 WW

WW

WW

WW

11. EXTERSOS 3.7 .82 07 11 19 47 27 34 30 01 -00 41 12. INTERN 3.9 .63 00 -05 -02 09 03 -08 06 09 18 21 17 ww

13. EXTERN 3.4 .66 30 37 48 58 47 30 51 -09 07 13 42 14 w**

www

itidt

itirit w w *

w*

ww*

*w*

irii

14. PROACT 3.7 .64 33 35 36 67 39 23 45 17 -00 19 42 09 48
WWW

W*W

WWW

WWW

WWW

WW

WW*

WW

WW

WW*

WW*

15. DECCOMP4.3 1.36 45 46 51 58 30 14 27 23 09 17 34 12 48 59

Note: Decimal points have been omitted
** Significant at the .05 level
*** Significant at the .001 level
Abbreviations Used:
SIZE = Organisational Size INTERSOS = Frequency of internal
VALUES
= Managerial values/beliefs towards
formalised planning systems
EXTERSOS
FORMAL
= Formality of planning processes
COMPRE
= Comprehensiveness of planning process INTERN
LINE
= Line participation in planning
EXTERN
RESOS
= Resources used for planning
PROACT
TECNQ
= Analytical techniques used to aid
DECCOMP
planning and strategic decisions
HORIZON
= Planning horizon (in years)
R E V F R E Q = Frequency of review and appraisal
of plans

information
search
= Frequency of external information
search
= Internally focused plans
= Externally focused plans
= Proactiveness of planning
= Decision making compehensK/eness
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6.3. Results From Hypothesis Testing
6.3.a. Hypothesis Hla.O
Planning characteristics employed by an organisation are
related positively to the environmental complexity perceived by
senior managers.
Table 6-3 presents the hypothesised relationships between perceived
environmental complexity and planning characteristics. Pearson Correlation was used to test this hypothesis.
Table 6-3 also summarises the hypotheses (H1a.1 - H1a.7) and the
results of the associated correlational tests. The following findings are
noteworthy. Firstly, all planning characteristics are positively related to
perceived environmental complexity. This was confirmed by the finding of
several significant correlation coefficients with a significant level ranging
from p < 0.1 to 0.001. With the exception of analytical techniques used
for planning, all other hypotheses gained significant support.
Second, four of the hypotheses found strong support (p < 0.001).
Thirdly, the four planning variables found to be positively related (p <
0.001) to perceived complexity were: formality of planning ( F O R M A L ) ;
comprehensiveness of planning (COMPRE); external orientation of planning (EXTERN), and, decision making comprehensiveness ( D E C C O M P ) .
T w o were found to be positively (p < 0.05) related to perceived complexity;
line participation (LINE); and proactiveness of planning ( P R O A C T ) .
Fourthly, although the relationship between analytical techniques used
( T E C N Q ) and perceived complexity was in the predicted direction, the
relationship was not significant (p > 0.1).
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Table 6-3. Expected Signs of Relationships Between Overall
Perceived Complexity and Planning Variables And
Initial and Partial Correlation Findings

Perceived Complexity
Planning
Variables

Hypothesised
Relationships

lnitial++
Results

Partial +
Correlation
.222**

Hla.1: Formality

+ve

.344***

Hla.2: C o m p r e h e n s i v e n e s s

+ve

.361 *** .270**

Hla.3: Line Participation

+ve

.277**

.232**

Hla.4: External orientation

-i-ve

.420***

.335***

Hla.5: Techniques used

-i-ve

.133 NS

.211*

Hla.6: Proactiveness

+ve

.260**

.205**

Hla.7: Decision comprehensiveness

-i-ve

.381 *** .224**

* p < 0.1
** p < 0.05
*** p < 0.001
NS

= fairly strong Note: +
= strong
= very strong
= Not significant
++ =

True correlations after
controlling for the effect
of U N C E R T T , V A L U E S & SIZE.
Spurious correlations.
Computation included SIZE,
V A L U E S & U N C E R T T in the
model.

Partial Correlation
A n examination of Table 6-2a revealed strong correlation among the
environmental and contextual variables. This may have explained the high
correlation with planning variables as reported earlier, which may be
termed a spurious relationship. To examine the true perceived complexityplanning relationships, there was a need to partial the effect of perceived
environmental uncertainty (UNCERTT), organisational size (SIZE) and
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managerial values (VALUES). This computation w a s performed using the
S P S S 'PARTIAL C O R R ' procedure.
Table 6-3 shows the true correlation between complexity and
planning variables. For comparison, the original correlation results are
also included in this table. Even without the effect of the three variables, it
w a s indicated that perceived complexity w a s significantly related to all
planning variables although there were s o m e reductions in the coefficient
values. Unlike the original results, all findings were significant with at least
p < 0.1 level. Hla.4 still gained strong support (p = 0.34). A n interesting
observation from the partial correlation results was; the correlation
coefficient (CE) for complexity-techniques relationship improved from 0.13
(not significant-NS) to 0.21 (significant at p < 0.1) hence significantly
supporting hypothesis Hla.5.
Hypotheses Hla.1 to Hla.7 were found to be supported significantly
after controlling for the effect of perceived uncertainty, managerial belief
and organisational size.

6.3.b. Hypothesis Hlb.O
T h e planning m e a n for firms perceiving higher environmental
complexity will be significantly higher than for firms perceiving
lower environmental complexity.
Since this hypothesis deals with group differences of two groups
only, a t-test w a s used to test each of the sub-hypothesis of hypotheses
Hlb.O using the S P S S sub-program T- TEST. Median splits were used for
classifying firms' environment as high/low in perceived complexity. Firms
which had a high complexity score that was above the median level of
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complexity were categorised as the high complexity group. Those firms
which had a low complexity score below the median level of complexity
were categorised as the low complexity group. The mean for each group
was computed and statistically compared. Since these hypotheses (Hlb.1Hlb.7) were formulated as a directional inequality (i.e one group is greater
than the other), 1-tailed tests were run taking 0.01 alpha value as the
significance criterion. (A 2-tailed test is only applicable if the hypothesis
specifies inequality, without assuming that t will be positive or negative).
The results were found to be supportive of the hypothesised group
differences. Specifically, the results as presented in Table 6-4 reveal
significant differences among firms across the low and high perceived
environment complexity groups on the characteristics of planning
employed by these firms. All planning variables which were hypothesised
to be greater than among the high complexity group firms were found to
be significantly greater than the lower complexity group, t-statistics
resulting from these analyses are significant (at a 0.01 level or better) for
all planning variables.

6.3.1. Discussion
Formalisation of Planning Processes
Hla.1: Formality of corporate planning (FORMAL) processes will be
positively related to total perceived environmental complexity
(COMPLEXTT)
Hlb.1: F O R M A L in firms with high C O M P L E X T T will be m o r e
formalised than firms with low C O M P L E X T T
As reported earlier, the results in Tables 6-3/-4/-5 supported the
hypothesis. The correlation between C O M P L E X T T and planning variables
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Table 6-4. Group Differences Among Firms Across Low
and High Complexity Levels. t-Test Results
Planning Variable
and
Hypothesis

M e a n Value by
Complexity Level

**

Low(1)
Hlb.1:
Formalisation of plans

High (2)

3.98
(30)

Significant
t=3.04
p=0.000

3.40
(85)

3.85
(35)

Significant
t=-4.14
p=0.000

3.42
(79)

3.91
(32)

Significant
t=-2.92
p=0.000

3.25
(85)

3.77
(35)

Significant
t=-3.99
p=0.000

3.10
(13)

3.25
(6)

3.64
(87)

3.97
(35)

Significant
t=-2.84
p=0.000

4.12
(98)

4.81
(35)

Significant
t=-2.93
p=0.004

Higher in Group 2
Lower in Group 1
Hlb.3:
Line participation
Higher in Group 2
Lower in Group 1
Hlb.4:
External orientation

(t Value) & p

3.32
(79)

Higher in Group 2
Lower in Group 1
Hlb.2:
Comprehensiveness

Statistical
Relationship

Higher in Group 2
Lower in Group 1
Hlb.5:
Analytical techniques
Higher in Group 2
Lower in Group 1
Hlb.6:
Proactiveness
Higher in Group 2
Lower in Group 1
Hlb.7:
Comprehensiveness in
decision making
Higher in Group 2
Lower in Group 1

Note:. ** 1 -Tail probability
. Bracketed figures are number of firms
. Missing cases excluded

Not
Significant
t=-0.82
p=0.210
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w a s found to be strongly significant at the 0.05 level after controlling for
the effect of total perceived uncertainty ( U N C E R T T ) , organisation size
(SIZE) and managerial values (VALUES). There w a s a considerable
reduction in the correlation coefficient value (from .344 to .222) after the
three contextual variables had been controlled. An analysis of the partial
correlation data, after controlling each contextual variable separately,
showed that, in total, these variables do explain a certain portion of the
correlation coefficient. This result significantly supported hypothesis Hla.1
and the result m a y suggest that greater formalised corporate planning is
n e e d e d w h e n organisations operate under a diverse or complex
environment. As postulated in Chapter IV, formalised planning is needed
to assist in the integration processes, and this is in line with the findings of
past empirical studies (Negandhi and Prasad, 1971; Armstrong, 1982;
O d o m and Boxx, 1988).
Results reveal that firms belonging to the high complexity group
employed a greater degree of formalisation in their planning processes
( F O R M A L ) with a F O R M A L m e a n of 3.98 (t value =-3.04; p = 0.000) as
compared to 3.32 for the low F O R M A L group. This m a y also suggest that
greater formalisation in planning is required under a high complexity
environment as a means of effective control and as a device to counteract
the increased differentiation arising from increased environmental
complexity/diversity.
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Comprehensiveness of Planning Processes
Hla.2: COMPLEXTT is positively related to the extent of comprehensiveness in corporate planning processes ( C O M P R E ) .
Hlb.2: Comprehensiveness of planning processes is more comprehensive in high C O M P L E X T T firms than in low C O M P L E X T T
firms.
A strong correlation was found between COMPLEXTT and COMPRE
(r = .270, p < 0.05). As in the earlier test, the initial very strong correlation
obtained was reduced after controlling for the effect of the three contextual
variables. Even without these variables, the correlation is still strong and
significantly supports hypothesis Hla.2. With this significant finding, the
theory of the need for more comprehensive and sophisticated corporate
planning processes when operating under diverse or complex environment is further strengthened. Differentiations which lead to role specialisation caused by increased diversity and complexity create coordination
and control problems. This situation necessitates the use of integrative
mechanisms, where comprehensive planning has been empirically found
to be an effective means of integration (Negandhi, 1975; Khandwalla,
1976; Rhyne, 1985; Calingo, 1984).
With the confirmation that C O M P L E X T T is strongly related to
C O M P R E , one can expect firms with higher perceived C O M P L E X T T to be
m u c h m o r e comprehensive in their planning processes than lower
C O M P L E X T T firms. Results from A N O V A confirmed the next hypothesis.
A t value of -4.14 at p = 0.000 indicates a very strong support of the
hypothesis that firms operating under high complexity level will tend to
employ more comprehensive and elaborate planning processes. The
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mean for C O M P R E was much higher (3.85) among the high C O M P L E X T T
group than a m o n g the low group (3.40). T h e s e two groups were
significantly different when statistically compared, providing good support
for hypothesis Hlb.2. This result reveals that greater and more elaborate
planning is required as an adaptive and integrative mechanism to deal
effectively with a highly complex environment facing an organisation. This
involves more extensive environmental and internal analyses, the
identification of top preferences, the development of strategic alternatives
and the continuous and extensive monitoring of implemented strategies.

Line Management Participation
Hla.3: COMPLEXTT will be positively related to line participation in
corporate level planning (LINE).
Hlb.3: Greater LINE will be found in high COMPLEXTT firms than in
low C O M P L E X T T firms.
Another strong correlation was found between COMPLEXTT and
LINE (r = .232; p < 0.05) giving good support to Hla.3. This can be readily
explained by greater role specialisation, a situation created by increased
differentiation. Role specialisation forces the participation of line
m a n a g e m e n t executives in decision and planning processes. In this
situation, greater central or top management involvement alone m a y be
difficult due to the need for specialised skill and knowledge to perform
planning activities.
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The test of group differences showed that the mean for LINE was far
higher (3.91) with the high LINE group than with the low LINE group
(3.42). These two groups were found to be significantly different in line
with the relationship predicted by hypothesis Hlb.3. The t value of -2.92
with p = 0.005 suggests a strong relationship. The result tentatively
confirms the model that strategic planners and corporate decision makers
need to have line managers more involved in corporate planning when
operating under a high complexity environment.

External Focus/Orientation
Hla.4: COMPLEXTT will be positively related to external orientation
of planning (EXTERN).
Hlb.4: There will be greater emphasis on external orientation of the
corporate planning processes in the high complexity group
than in the low complexity group.
A coefficient of 0.355; p < 0.001 suggests a very strong relationship
between C O M P L E X T T and EXTERN, thus supporting hypothesis Hla.4.
Knowledge of perceived C O M P L E X T T nonetheless strongly and significantly improves prediction of the degree of E X T E R N . If C O M P L E X T T is
perceived as becoming more complex, organisations m a y give more
emphasis to external events and perform more environmental analysis.
Likewise, if C O M P L E X T T is perceived as simpler organisations may then
reduce their emphasis or focus on EXTERN.
Given the results obtained for Hla.4, one would expect a higher
E X T E R N m e a n among the high C O M P L E X T T group and a lower one
a m o n g the low C O M P L E X T T group. T h e congruence between
C O M P L E X T T and E X T E R N is supported also by the results of the t-tests
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reported in Table 6-4 which suggest that externally focussed planning is
related to higher perceived complexity. This is consistent with the results
obtained in testing hypothesis Hla.4. The overall t values of -3.99 and p =
0.000 tend to support the above proposition that planning processes are
more externally orientated in firms that perceive higher environmental
complexity. These results also support the theoretical framework that
externally focussed planning facilitates adaptation to the complexities of
the external environment.

Analytical Techniques Used
Hla.5: COMPLEXTT is be positively related to the analytical
techniques used (TECNQ) to aid planning.
Hla.5: The mean for TECNQ used among firms in high COMPLEXTT
will be higher than the mean of the low C O M P L E X T T group.
The result is generally supportive of the hypothesised relationship.
The initial insignificant correlation coefficient of 0.133 p > 0.1 improved
after the exclusion of the three contextual variables from the model. The
n e w correlation coefficient of 0.211 was significant at the 0.1 level. An
analysis of the data from the partial correlation data revealed that
controlling of contextual factors, particularly perceived total uncertainty
( U N C E R T T ) , has created an impact on the net correlation coefficient of
the C O M P L E X T T - T E C N Q relationship. The strong true negative correlation (r = -.337; p = 0.006) between U N C E R T T and T E C N Q had an
impact on the C O M P L E X T T - T E C N Q relationship when U N C E R T T w a s
controlled. However, both V A L U E S and SIZE did not have a significant
impact on the true correlation coefficient of C O M P L E X T T - T E C N Q due to
the very low and insignificant positive correlation of the two factors.
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This result suggests that a greater use of analytical techniques is
necessary to cope with increasing environmental complexity. Since there
are numerous factors requiring attention and analysis, conventional
analytical methods will prove less useful. Modern analytical techniques
would be a good aid in decision making.
A test of significant group difference did not reveal a significant group
difference between high and low C O M P L E X T T . However, the m e a n
T E C N Q for the high group is higher than that for the low group. The very
low n u m b e r of firms in the calculation m a y have contributed to the
insignificant result. D u e to the small N, the findings from hypothesis Hla.5
and Hlb.5 m a y therefore not be reliable and conclusive.

Proactiveness in Planning
Hla.5: C O M P L E X T T will be positively related to the degree of
proactiveness of planning (PROACT).
Hlb.6: The degree of planning proactiveness ( P R O A C T ) will be found
to be more extensive in firms perceiving high complexity than
in firms on the lower complexity level.
T h e prediction that environment complexity and diversity necessitated a more proactive approach to planning received strong statistical
support (r = .205, p < 0.05 in Table 6-3). Such a situation, if not properly
resourced and controlled, could lead to higher perceived uncertainty
(Child, 1972). Proactiveness in planning orientation facilitates identification
of strategic problems and/or opportunities which have a great impact on
the organisation. Under a much simplified environment, such a need does
not arise. Only w h e n complexity increases does problem prevention
become a necessity. This result has provided support for this prediction.
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Given this prediction and result, one would expect greater planning
proactiveness among firms with high C O M P L E X T T and lesser with low
C O M P L E X T T groups. The next section will take up this issue.
Table 6-4 shows that firms perceiving higher C O M P L E X T T have a
greater score on proactiveness (mean = 3.97) compared with a much low
C O M P L E X T T firma (mean = 3.64); t value = -2.84, p = 0.006. It is not
surprising, given the complexities and diversities of their environmental
conditions, that higher C O M P L E X T T firms need to foresee and avoid
strategic problems, and to protect themselves from uncertainties that may
develop from extreme complexities. Uncertainties resulting from
complexity may be reduced or avoided so long as sufficient organisational
resources are devoted to monitoring all the facets of the complex
environment (Child, 1972). Child (1972) contends that complexity does
not give rise to uncertainty, so long as the complexity remains analysable.
Proactive planning orientation, which is one m e a n s of reducing
uncertainty, facilitates extensive environmental analysis, thereby avoiding
strategic problems and uncertainties.

Comprehensiveness in Decision Making Processes
Hla.7: COMPLEXTT will be positively related to the degree of
comprehensiveness in strategic decision making ( D E C C O M P ) .
Hlb.7: Strategic decision making processes in higher complexity
firms will be more comprehensive/deliberative than decision
processes in low complexity firms.
The high correlation coefficient of .224 significant at p < 0.05 w a s
consistent with the prediction of hypothesis Hla.7. Increased environmental complexities create a need for organisations to integrate. Under
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high C O M P L E X T T , decision making which is part of the planning
processes needs to involve sufficient resources, and personnel with
diverse and specialised skills. There is also a need to involve outsiders
with the required skills and technology to help identify all possible
alternatives. In the evaluation of strategic actions, there m a y be a need to
form a special group of employees and outsiders with diverse expertise to
conduct extensive analyses to compare alternatives. Finally, in the
integration of major decisions into an overall strategy, there m a y be a
need to assign this task to a specific individual or group, involving affected
departments in making and implementing decisions.
All these are indications of organisational integration through comprehensive decision making, which is further indicated by the high degree of
exhaustions and deliberations in the processes. T h e results showed
strong positive correlation between C O M P L E X T T and D E C C O M P . Given
this relationship, w e would expect firms having high C O M P L E X T T to be
greater in their D E C C O M P mean.
Consistent with a priori expectations, firms with greater COMPLEXTT
were much more comprehensive and deliberative in their decision making
processes (mean = 4.81; t score = -2.93 significant at p < 0.05). This
finding is consistent with the earlier finding for hypothesis Hla.7. It also
suggests that firms operating in or perceiving a complex environment be
more deliberative and exhaustive in undertaking the strategic decision
making processes. Deliberation is an effective means of integrating forces
by differentiation due to increased environmental complexities.
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6.3.2. Exploratory Analyses
The findings for all the hypotheses tested (Hla.O) showed significant
relationships between C O M P L E X T T and the various planning variables
selected for this study. The findings also showed strong significant group
differences in almost all planning variables between the high and low
C O M P L E X T T groups. Exploratory analyses were performed to investigate
whether these relationships or differences were constant regardless of
organisational size. It w a s expected that they would not be so. It w a s
thought that it would be significant if the research could provide answers
to this question.
The sampled firms were classified into two groups; i.e. those that
perceived low C O M P L E X T T and those with high perceived C O M P L E X T T .
Each of these two groups w a s categorised into small, medium and large
firms. M e a n s for four planning variables were computed and then the
variance A N O V A was analysed. The results are presented in Table 6-6.
Duncan's multiple range tests were computed to investigate the multigroup differences and examine the hierarchical ordering of the means.
Because of the limitations of this thesis, only a selected few of the seven
planning variables were taken for this exploratory investigation.
The results were intriguing and consistent with a priori expectations.
A s the data from Table 6-6 shows, the F-statistics resulting from these
analyses are significant (at a .1 level or better) for all planning variables.
Interestingly, most of these planning means are not constant but varied by
size level. A Duncan's test of differences among pairs of means reveals a
general hierarchical ordering. The data showed that planning m e a n s
appeared to be larger in large firms in either the low or high C O M P L E X T T

group. These differences are not statistically significant in every case, but
the patterns persist across most planning variables, in particular among
the small, medium, and large firms of the low C O M P L E X T T group.
Interestingly, with the exception of F O R M A L , the m e a n s for the other
planning variables appear to be more or less similar a m o n g the three
sizes in the high C O M P L E X T T group. In only D E C C O M P w a s there a
significant group difference (i.e. L > S) significant at the .05 level.
Table 6-6. Planning Differences by Complexity Level
At Different Organisational Size

Low Complex

High Complex

PLANNING
PARAMETERS

ANOVA
S(1)

FORMAL

2.8
(39)

COMPRE

3.0
(45)

M(2) L(3)

3.4
(15)

3.7
(15)

4.0
(25)

3.7
(25)

S(4)

M(5)

L(6)

F-Stat

Significantly
Different Pairs
of Group
Means +

3.3
(8)

4.0
4.4
(4) (18)

7.3***

5 > 1, 3 > 1,
6>1,6>2

3.7

3.9
(5)

3.9

6.4***

2>1, 3>1,

(11)

4> 1, 6 > 1,

(19)

5> 1
DECCOMP

3.4
(45)

LINE

3.2
(44)

4.6
(16)

3.4
(14)

5.1
(26)

3.8
(21)

4.2
(11)

4.0
(9)

5.1
(5)

5.1 10.6***

3>1,3>2,
6 > 1, 6 >4

(19)

3.9
3.9
(5) (18)

* significant at .1 level
** significant at .05 level
*** significant at .001 level
+ Duncan's multiple range test significant at .05 level.
S = Small; M = Medium; L = Large
() = N u m b e r of firms (missing cases not included)

2 > 1, 5 > 1,

2.8**

3 > 1, 6 > 1,

4>1
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6.3.2.1. Discussion
The results showed that only in the case of Formal does the mean
increase as organisation size increases, given the C O M P L E X T T level. For
example, within the low C O M P L E X T T group the F O R M A L mean was 2.8
for small, 3.4 for medium, and 4.0 for large firms. Although only one
significant group difference w a s found (i.e. 3 > 1), the arithmetic means
would differ greatly. Within the high C O M P L E X T T group, the F O R M A L
mean also differed and it increases as size increases. The mean for the
large group (4.3) was highest, followed by the medium size (4.0) and the
small group (3.3). Statistically, these differences were not significant at
the 0.1 level. Generally, the F O R M A L m e a n for these six groups w a s
found to be significantly different at p < 0.001 level as indicated by the F
statistics.
The results suggest that the degree of planning formality is not only
dependent on the level of perceived complexity, but varies by size, given
the C O M P L E X T T level.
Interestingly, and contrary to a priori expectations, with the exception
of small firms in the low C O M P L E X T T group (S1), the C O M P R E mean for
all groups was similar. The data suggest that small organisations are less
comprehensive in their planning, unless the environment is of a relatively
complex nature. Comprehensive planning under low C O M P L E X T T is not
necessary and a waste of resources for small organisations. It is rather
surprising that even the medium size firms under the low C O M P L E X T T
group approached planning comprehensively (mean of 3.7). At the end of
this section, possible explanations of these unexpected findings will be
provided. The mean for all sizes under the high C O M P L E X T T group was
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apparently similar (3.7, 3.9, and 3.9). This suggests that organisations,
regardless of their size, attempt to approach higher planning comprehensiveness when operating under a complex environment. Higher C O M P R E
is needed to deal effectively with the environmental complexities and to
achieve integration within the organisation.
D E C C O M P was also found to be relatively different among the three
sizes, whether under the low or the high C O M P L E X T T group. However,
the D E C C O M P m e a n for both medium and large firms under the latter
group was found to be of a similar value (5.1). Group S1 was significantly
different from group M 2 and L3, but none of the groups under the high
group were found to be significant. These results suggest that, under low
C O M P L E X T T , the level of D E C C O M P is predicted by the size level,
whereas large firms tend to favour greater D E C C O M P . This can be readily
explained by the resource capability of large organisations. But under high
C O M P L E X T T , the level of D E C C O M P is predicted more by complexity
than by size, although it is expected that the small organisations will have
a lesser D E C C O M P level compared to medium and large organisations.
It is expected that the larger organisations will be more comprehensive
and deliberative in their decision making processes than the other group
sizes.
For the LINE variable, the results revealed that only in groups S1 and
L3 w a s the LINE mean significantly different at the 0.05 level (S1 = 3.2;
L3 = 3.8). However, the LINE mean for S1, M 2 and L3 appears to be as
expected, and interpretable. It seems to suggest that, under a low degree
of C O M P L E X T T , degree of line participation increases by size. Large
organisations will be associated to a greater degree with line participation
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in planning. S o m e w h a t surprisingly and consistently with the other
variables ( C O M P R E and D E C C O M P ) the mean line mean for all sizes for
the high C O M P L E X T T group appears to be similar (S4 = 4.0, M 5 = 3.9, L5
= 3.9) suggesting that the degree of line participation is mainly predicted
by C O M P L E X T T regardless of organisational size.
A possible explanation for this may be as follows. While there is an
a priori expectation that medium and large firms will have greater line
participation in planning, small firms may also allow their line managers to
participate in the formulation of corporate plans. The complexities of the
environment require the expertise of line specialists to assist in the
preparation of corporate plans. However, it w a s not expected that LINE
m e a n would be similar for all sizes. At the very least, there should be
differences in the LINE mean, in which case the small firms would have
the lowest m e a n followed by m e d i u m and large firms. Another
explanation could be that the statistics are due to chance. T h e small
sample in both the small and medium groups (S = 9, and M = 5) could
have been of those firms that happen to practise higher line participation
and which therefore m a y not represent the usual situation. T h e s e
observations are therefore to be considered as tentative and subject to
further research. It is not the intention of this thesis to explore in detail
such variations. However, these exploratory findings have given s o m e
useful insights into various possible planning variations.
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Hypothesis H2.0
The second hypothesis tested in this investigation is:
Planning characteristics employed by an organisation are
related to the complexity in its direct (H2a), indirect (H2b), and
internal (H2c) environment sectors as perceived by senior
managers.
Although the nature of the complexity-planning relationship for all
three sectors is expected to be similar to the overall complexity-planning
relationships (H1a.O), with the exception of the direct sector, the
relationship of planning to both the indirect ( C O M I N D ) and internal
(COMINT) sectors is still considered exploratory and much of it remains
theoretical. Results from this analysis will hopefully shed more light on
this in an exploratory way.

6.3.c. H2a.O: Direct Environmental Complexity - Planning
Table 6-7 sets forth the results from the correlational analysis. A s
expected, the results indicate a clear and strong positive relationship
between the planning variables investigated and the direct sector of
perceived environment complexity ( C O M D I R ) . Interestingly and as
expected, all planning variables included in these hypotheses (H2a.1H2a.7) were found to be strongly and positively related (all p < 0.05) to
C O M D I R , consistent with the results obtained for hypothesis H1a.0.
An analysis of the correlation matrix revealed a relatively strong
relationship among all contextual factors, which implies the existence of
spurious relationships in the results obtained. A 'PARTIAL C O R R '
procedure of the S P S S subprogram was run to compute the true
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correlation coefficients. It is beyond the scope of this chapter to discuss in
detail the spurious effect. Rather, w e will focus on the true correlation
coefficients for the various proposed relationships. Again it reveals that,
with the exception of decision comprehensiveness (H2a.7), all other
planning variables are significantly and positively related to C O M D I R . The
results suggest that only the degree of comprehensiveness in decision
making is not related to this sector. Further discussion of these results is
the subject of the next section.

Discussion
With the exception of the variable D E C C O M P , analysis of the data
shows a consistent pattern of association between C O M D I R and the other
six selected planning variables (Table 6-7). All except P R O A C T are
strongly related to C O M D I R , significant at p < 0.05 level. P R O A C T has a
correlation coefficient of .135 significant at the 0.1 level. T h e overall
indices of association suggest a strong association between C O M D I R and
the five planning variables, and knowledge of C O M D I R seems to assist in
improving predictions about the extent of the six planning features that an
organisation should implement.
A s already discussed in the last section as well as in Chapter IV,
organisations need to adapt and integrate under high environmental
complexity. Strategic planning advocates have suggested that planning is
both an adaptive and integrative mechanism (Steiner, 1969; Lorange,
1980). Empirical support has been found for the existence of a positive
link between complexity of the environment and planning systems (Rhyne,
1985; O d o m and Boxx, 1988; Negandhi, 1975; Grinyer et al, 1986). The
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theoretical framework of this thesis provides the framework to the
appropriate planning features organisations should adopt. The findings
confirm most of the hypothesis H2a.O at a significance level lower than the
minimum 0.1 level. All but one have a significance level less than 0.05
level.
One interesting finding was the insignificant relationship
between C O M D I R and D E C C O M P . Although the correlation coefficient
was in the predicted direction (0.067) it was found to be insignificant at the
0.1 level. An analysis of the initial correlation revealed that D E C C O M P
was highly correlated with C O M D I R (0.133, p < 0.05) but partial correlation analyses revealed that a large portion of this was loaded on other
contextual factors. An exploratory analysis indicated that D E C C O M P was
significantly related only to the complexity of the indirect environment
sector ( C O M I N D ) as well as to the total environment complexity
( C O M P L E X T T ) . Contrary to hypothesis H2a.7, the results s e e m to
suggest that an increase in C O M D I R does not necessitate
deliberativeness in strategic decision making processes. Since the
components of the direct sector are normally within the control of
organisations, and these components are the most monitored and
evaluated environmental activities, it m a y be seen as a possible
explanation of the lower need for deliberativeness. Given wide exposure
to, and knowledge of, complexities in the components of the direct sector,
becoming too deliberative in strategic decision making processes may be
inappropriate.
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6.3.d. H2b.O: Indirect Perceived Complexity - Planning
In this study, it is only hypothesised that there will be a certain degree
of relationship existing between the two but the nature (without the sign) of
the relationships can not be positively ascertained at this stage. For this
test, the s a m e planning variables were selected in order to investigate and
determine links with the indirect sector of perceived complexity.
Table 6-8 presents the results obtained before (i.e. initial correlations)
and after computation of the partial correlation. A s the results reveal, a
variable external focus of planning (EXTERN) appears to have the highest
correlation (r = .296, p = .001) with indirect complexity followed by
planning proactiveness (PROACT) (r = .229, p = .007), planning comprehensiveness ( C O M P R E ) (r = .200, p = .016), formalisation ( F O R M A L )
(r = .162, p = .046), line participation (LINE) (r = .140, p = 069), decision
comprehensiveness ( D E C C O M P ) (r = .123, p = .095) and T E C N Q
(r = .258, r = .143). Like the findings of Hla.O and H2a.O, the planning
variables selected for this analysis were all positively related to the indirect
sector of the complex environment. A s mentioned earlier, all except
T E C N Q were significant at p < 0.1.
Generally, there was support for the hypothesis (H2b) that there exist
relationships between the indirect sector of the perceived environment
complexity ( C O M I N D ) and the planning variables selected for this
investigation. The relationships were all found to be positive and similar to
those tested for overall environment complexity (Hia.O and C O M D I R
(H2a.O). These findings will be discussed after the next section.
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6.3.e: H2c.O: Internal Environment Complexity - Planning
Although there have been a few studies that have investigated the
linkage of this sector (COMINT) with planning, either there has been no
analysis (e.g. Tung, 1979, O d o m and Boxx, 1987) or the studies were
descriptive and result in contradictory findings (Lindsay and Rue, 1980).
As such, the nature of the predicted relationships was not hypothesised
but it was considered that there existed a linkage between the two.
Table 6-9 shows the results obtained both before and after the
partial correlation computations. Again, similar planning variables were
selected for this analysis. Results from the true correlation reveal that
there exist strong relationships between C O M I N T and most of the
planning variables. These planning variables were all positively related to
C O M I N T and five were significant at the 0.1 level. The variable T E C N Q
has the highest correlation with C O M I N T (r = .584, p = .004) followed by
C O M P R E (r = .150, p = .059), E X T E R N (r = .158, p = .045), F O R M A L
(r = .150, p = .059), P R O A C T (r = .139, p = .067), D E C C O M P (r = .113,
p = .111) and LINE (r = .089, p = .176). Only two planning variables
( D E C C O M P and LINE) were not significantly related to COMINT, although
the nature of the relationships w a s positive and similar to the others.
Generally, this hypothesis gained good empirical support. Discussions of
findings are covered in the next section.
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Table 6-7, 6-8, and 6-9 present the findings of H2a, H2b and H2c as
reported above.
Table 6-7. The Relationship between Planning Characteristics
and Direct Environment Complexity

Direct Complexity
Planning
Variables

lnitial++
Results

Partial-iCorrelation

H2a.1: Formalisation

.154**

H2a.2: Comprehensiveness

.185**
274 ***

H2a.3: Line Participation

.208**

.187**

H2a.4: External orientation

.254***

.224**

H2a.5: Techniques used

.274**

.570**

H2a.6: Proactiveness

.140**

.135*

H2a.7: Decision comprehensiveness

.133**

.067

*p<
** p <
*** p <
+ =
++ =

0.1
= fairly strong
= strong
0.05
0.001
= very strong
True correlations.
All contextual variables in the model.

.225**
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Table 6-8. The Relationship between Planning Characteristics
and Indirect Environment Complexity

Indirect Complexity
Planning
Variables lnitial++ Partial+
Results

Correlation

H2b.1: Formalisation

.247**

.162**

H2b.2: Comprehensiveness

.267***

.200**

H2b.3: Line Participation

.182**

.140*

H2b.4: External orientation

.237***

.296***

H2b.5: Techniques used

.094

.258*

H2b.6: Proactiveness

.253***

.229**

H2b.7: Decision comprehensiveness

.248***

.123*

*p<0.1
**p<0.05
*** p < 0.001

= fairly strong
= strong
= very strong

+ = True correlations after controlling
for the effect of U N C E R T T , VALUES, SIZE.
++ = All contextual variables in the model.
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Table 6-9. Results of Relationships between Planning Characteristics
and Internal Environment Complexity

Indirect Complexity
Planning
Variables

lnitial++
Results

Partial+
Correlation

H2c.1: Formalisation

.315***

.150**

H2c.2: Comprehensiveness

.368***

.257**

H2c.3: Line Participation

.161 **

.089

H2c.4: External Orientation

.288***

.158**

H2c.5: Techniques Used

.104

.584**

H2c.6: Proactiveness

.218**

.139*

H2c.7: Decision comprehensiveness

.309***

.113

= fairly strong
= strong
**
XX
X p < 0.05
p < 0.001
= very strong
+ = True correlations after controlling
for the effect of U N C E R T T , V A L U E S , SIZE.
++ = All contextual variables in the model.

*p<0.1
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Discussion
As discussed above, the results from the two partial correlation
analyses generally revealed that C O M I N D was positively associated with
all seven planning variables with at least a 0.1 level of significance, and
that C O M I N T w a s positively associated with all but two (i.e. LINE and
D E C C O M P ) of the planning variables (p < 0.1). The overall indices of
association (r at p < .1) tend to support propositions H2b.O and H2c.O that
there is a certain degree of relationship between both C O M I N D and
C O M I N T . The rationale for these propositions was discussed in Chapter
IV. Although the nature of the relationships w a s not examined it w a s
expected that it would be in a similar direction as in hypothesis H2a.O.
The data from Table 6-8 and 6-9 show that the direction is positive and
mostly significant.
The data also suggest that firms perceiving higher COMINT do not
emphasise greater line participation in planning, and that comprehensive
decision making processes are irrelevant or unimportant. A possible
explanation of this could be that the full knowledge and expertise senior
management has gained about internal matters simplifies central control
and centralised decision making. This reduces the importance of greater
line participation and deliberative decision making processes.
Consistent with a priori expectations, the results suggest that firms
perceiving high C O M I N D and C O M I N T m a y adapt and integrate by
employing corporate planning. Planning design features such as
F O R M A L , C O M P R E , P R O A C T , E X T E R N and T E C N Q tend to reflect
extensiveness or a greater degree of these features to facilitate
organisational adaptation and integration.
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mean for C O M P R E was much higher (3.85) among the high C O M P L E X T T
group than a m o n g the low group (3.40). T h e s e two groups were
significantly different when statistically compared, providing good support
for hypothesis Hlb.2. This result reveals that greater and more elaborate
planning is required as an adaptive and integrative mechanism to deal
effectively with a highly complex environment facing an organisation. This
involves more extensive environmental and internal analyses, the
identification of top preferences, the development of strategic alternatives
and the continuous and extensive monitoring of implemented strategies.

Line Management Participation
Hla.3: C O M P L E X T T will be positively related to line participation in
corporate level planning (LINE).
Hlb.3: Greater LINE will be found in high C O M P L E X T T firms than in
low C O M P L E X T T firms.
Another strong correlation w a s found between C O M P L E X T T and
LINE (r = .232; p < 0.05) giving good support to Hla.3. This can be readily
explained by greater role specialisation, a situation created by increased
differentiation. Role specialisation forces the participation of line
m a n a g e m e n t executives in decision and planning processes. In this
situation, greater central or senior management involvement alone m a y be
difficult due to the need for specialised skill and knowledge to perform
planning activities.
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E X T E R S O S will result through frequent information searches, if
government pressures are perceived to be increasing.

Table 6-10. Pearson Correlations Between The Importance of Indirect
Components And Selected Planning Characteristics

CORPORATE PLANNING VARIABLE
Components' EXTERN EXTERSOS FORMAL COMPRE DECCOMP PROACT
Importance
1: Government
regulations

.27***

.05

.15**

.23**

.19**

.05

2: Economic

.18**

.14**

.12**

.17**

.10*

.10*

3: Technology

.17**

.19**

.16**

.23***

.30***

.31***

4: Political

.30***

.17**

.24**

.31***

.25***

p-i***

5: Legal

.32***

.19**

.18**

.23***

.20**

.13**

6: Shareholders

.10*

.11*

.17**

24***

.21**

.18**

7: Public Interest

.15**

.21**

.00

.16**

.15**

.19**

Groups
8: Business lnterest.20** .18** -.01 .17** .05 .16**
Groups
9: Demographic . 22** .16** .12* . 23** .17** .13**
* significant at. 1 level
* significant at .05 level
* significant at .001 level
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The perceived complexity in most of these components w a s strongly
correlated (p < .1 level) with the employment of features of the planning
systems (Table 6-11) which again suggests that C O M I N D , and thus its
components' complexity, is an important predictor of planning systems
design. It is beyond the scope of this section to discuss this issue in
detail. T h e data reveal a strong correlation between E X T E R N and all
components of the C O M I N D , significant at at least the p < 0.05 level.
Tables 6-10 and 6-11 demonstrate the importance of the indirect sector
components to planning design as well as illustrating the relationship of
complexity to planning characteristics.
T h e results largely confirmed the argument of theoretical studies
which maintained that components of the non-task (indirect and internal)
environment do play a certain role in explaining organisational
characteristics. Past empirical studies were preoccupied with the effect of
the task or direct sector of the environment and hence very little emphasis
had b e e n given to the role of the indirect and internal sector on
organisational characteristics and structuring processes. This has resulted
in the limited development of theory regarding environment/planning
relationship. This study, despite all its limitations, has empirically proved
that both the indirect and internal sectors of the environment cannot be
ignored in the design of corporate planning systems. The results from this
study could be used as a basis of prediction as to how corporate strategic
planning could be effectively designed. However, these results are to be
taken as tentative, and more analytical studies are needed in the future.
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6.3.3. S u m m a r y of Hypothesis Testing
Table 6-12 summarises the results obtained from the testing of
hypotheses pertaining to perceived environment complexity and planning
relationships. T h e results obtained for hypothesis Hlb.O (i.e. group
differences) are excluded from this summary.

Table 6-11 .Pearson Correlations Between the Complexity Indirect
Components And Selected Planning Characteristics

CORPORATE PLANNING VARIABLE

Components'
Complexity

EXTERN EXTERSOS FORMAL COMPRE DECCOMP PROACT

1: Government
regulations

.29***

.10*

.18**

.13**

.18**

.15**

2: Economic

.21**

.25**

.17**

.14**

.12**

.14**

3: Technology

.23**

.22**

.19**

.19**

.32**

.26**

4: Political

.33**

.17**

.19**

.16**

.18**

.12**

5: Legal

.21**

.12*

.03

.08

.18**

24***

6: Shareholders

.18**

.19**

.11*

.17**

.16**

•|7***

7: Public Interest
Groups

.20**

.17**

.16**

.25***

.09

.12*

8: Business lnterest.22**
Groups

.12*

.12*

.26***

.06

.18**

9: Demographic

.08

.12*

.20**

.21**

.11*

.23**

* significant at. 1 level
** significant at .05 level

*** significant at .001 level
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T h e evidence based on Table 6-12 significantly confirms that
environment complexity as perceived by senior managers is strongly
correlated with the planning design features or characteristics employed
by an organisation. In total, perceived complexity does explain a certain
degree of the variance in planning (H1a.1 - H1a.9). Unsurprisingly and
consistently with past research findings, the direct sector (task) of the
environment w a s found to be strongly related to all (except one) planning
variables (H2a.1 - H2a.7). T h e proposition that both the indirect and
internal sectors has a relationship with planning gained strong statistical
support (H2b.1 - H2c.7). The direction of the relationships, as expected,
was found to be similar to both the direct sector and total environment, but
the findings showed that the strength of the relationships varied.

6.3.f. Hypothesis H3a.0
The third major hypothesis tested in this investigation is:
Planning characteristics and orientation employed are related
to the total environmental uncertainty ( U N C E R T T ) perceived by
senior managers.
Since both positive and negative relationships are predicted in this
hypothesis, the direction of the relationships is not mentioned. T h e
direction of the relationships is presented in Table 6-13. T h e normally
distributed data called for the use of the parametric Pearson Correlation to
test this third major hypothesis.
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Table 6-12. Summary of Results Obtained on Complexity
and Planning Relationships

HYPOTHESIS

Hypothesised
Signs

01.
02.
03.
04.
05.
06.
07.
08.
09.

H1a.1
H1a.2
Hla.3
H1a.4
Hla.5
H1a.6
H1a.7
H1a.8
H1a.9

+ve
+ve
+ve
+ve
+ve
+ve
+ve
+ve
+ve

10.
11.
12.
13.
14.
15.
16.

H2a.1
H2a.2
H2a.3
H2a.4
H2a.5
H2a.6
H2a.7

+ve
+ve
+ve
+ve
+ve
+ve
+ve

17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.

H2b.1
H2b.2
H2b.3
H2b.4
H2b.5
H2b.6
H2b.7
H2C.1
H2C.2
H2c.3
H2C.4
H2C.5
H2C.6
H2C.7

E
E
E
E
E
E
E
E
E
E
E
E
E
E

Note:

E
N
NA
S

=

Test
Results

Exploratory (No Sign)
Not significant
Not applicable
Significant

*p<0.1
** p < 0.05
***p< 0.001

Results
Obtained

Significant
Yes No

Y **
Y **
Y **
Y ***

+ve
+ve

S
S
S
S
S
S
S
S
S

+ve

S

-i-ve

s
s
s
s
s
s

Y **
Y **
Y **
Y **
Y **

+ve
+ve
-i-ve

+ve
+ve
+ve
-t-ve

+ve
-i-ve

+ve
+ve
+ve
-i-ve
-i-ve
-i-ve

+ve
-i-ve
-i-ve

+ve
-i-ve
-i-ve

+ve
-i-ve

+ve
-i-ve

+ve

NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA

Y*
Y **
Y ***

Y*
Y **

Y*
N
Y **
Y **

Y*
Y ***

Y*
Y **

Y*
Y **
Y **

N
Y **
Y **

Y*
N
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This table summarises the results of the hypothesis and associated
correlation tests. D u e to the presence of spurious relationships (as
discussed earlier), a partial correlation computation w a s performed to
determine true correlation coefficients. It is the true correlation obtained
that will be reported on here. A s Table 6-13 shows, of the 13 subhypotheses (H3a.1-H3a.13), in terms of the direction of relationships, 10
sub-hypotheses obtained predicted results. Of them, 5 gained support
significant at the p < 0.1 level with the remainder identified as insignificant.
T w o of the 3 hypotheses w h o s e findings contradicted the predicted
direction were found to be significant at the p < 0.1 level.
The results revealed that in general that most of the planning
characteristics investigated in this study are significantly related to
perceived environmental uncertainty. T h e results also support the
research model that maintains that certain features of corporate strategic
planning are less useful, and that s o m e are more advantageous in an
unstable environment. Although s o m e of the findings were not significant
at the minimum level of 0.1, the signs were in the predicted direction.
The results obtained have also contradicted s o m e predictions of this
study. T h e association between both internal information search
( I N T E R S O S ) and internal focus of planning (INTERN) is strongly statistically significant (r = -.320 & -.174, and p <.001 & <.1), but in a direction
opposite to that hypothesised. That is, when an environment is perceived
as more unstable or volatile, organisations tend to reduce or give lesser
emphasis to information sources within the organisations. Under this
condition they also tend to give less emphasis to internal factors, such as
an organisation's internal capabilities, its past performance, and reasons
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Table 6-13. Predicted Direction of Relationships Between Perceived
Perceived Uncertainty and Planning Variables Together
With Initial & Partial Correlations

Total Perceived Uncertainty
Planning
Variables
Hypothesised
Relationships

lnitial++
Results

Partial +
Correlation

H3a.1: Formalisation

-ve

.144*

-.080

H3a.2: Comprehensiveness

-ve

.136*

-.075

H3a.3: Line Participation

-ve

.085

-.051

H3a.4: Techniques used

-ve

H3a.5: Resources used

-ve

.016

H3a.6: Long-Term Planning
Horizon

-ve

-.114*

-.124*

H3a.7: Planning Review
Frequency

+ve

.111 *

.122*

H3a.8: External Info.
Search

-ve

-.023

-.146*

H3a.9: Internal Info.
Search

+ve

-.254 **

-.320 ***

H3a. 10:External Focus

-ve

.149*

H3a. 12:Internal Focus

-t-ve

-.233 **

-.174*

H3a. 12: Decision
Comprehensiveness

-ve

.223**

.039

H3a. 13:Planning Proactiveness

-ve

fairly strong
strong
** p < 0.05
TCfCfC
p < 0.001 = very strong

*p<0.1

-.307 **

-.016

-.337 **
-.073

-.063

-.184*

Note: + = True correlations after
controlling for the effect
of C O M P L E X T T , V A L U E S
&SIZE
++ = Spurious correlations.
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for past failures, all of which are indicators for INTERN. These two findings
are intriguing. W h y are internal information sources and internal factors
seen as less useful when the environment is perceived as uncertain and
changing? Discussion of this is left to the end of this section.

Discussion of Findings
In almost all of the sub-hypotheses the direction of the
relationship w a s found to be consistent with a priori expectations.
However, only five were significant at p < 0.1 level. Ignoring the strengths
of the relationships obtained, the results suggest that firms perceiving high
overall environmental uncertainty ( U N C E R T T ) are inversely associated
with planning characteristics as presented in Table 6-13. Although
findings contradicted current theory (Ansoff, 1979; Steiner, 1979) and
empirical studies (Lindsay and Rue, 1978; 1980), they support the model
of this study that postulated a lower level of planning under conditions of
uncertainty. The findings are also consistent with past empirical studies
(Grinyer etal. 1986; O d o m and Boxx, 1988; Cameron, Koberg, 1987; Kim
and Whetton, 1987).
The prediction that managerial analytical techniques ( T E C N Q ) would
be inappropriate during a period of high uncertainty gained significant
support at p < 0.05, consistent with the findings of Lindsay and Rue, 1980.
It should be noted that the negative relationship which Lindsay and R u e
found contradicted their hypothesis. The empirical findings of Grinyer et
al. 1986 also did not support their hypothesis that U N C E R T T / T E C N Q
should be positively related. The model of a negative U N C E R T T / T E C N Q
relationship formulated by this study is confirmed.
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The findings also supported the model (H3a.6, H3a.8, and H3a.13)
that high U N C E R T T would render less useful a long-range planning
horizon ( H O R I Z O N ) , an extensive external information search
(EXTERSOS), and extensive planning proactiveness (PROACT). Planning
for many years ahead and extensive engagement in external information
searches under fast environmental changes in a period of uncertainty
would be fruitless. Strategic decisions would be affected as new events
surfaced, and already formulated plans and strategies would become
obsolete. Extensive planning proactiveness matches Miles and Snow's
Prospectus strategy, where the anticipation of changes and a continuous
search for market opportunities can be impractical under rapid and
irregular environmental changes.
A s predicted, planning review frequency ( R E V F R E Q ) was found to
be positively related to U N C E R T T , suggesting that firms perceiving high
U N C E R T T will engage in frequent review and adjustments of overall
corporate plans. These findings are consistent with past empirical studies
(Negandhi, 1975; Gordon and Miller, 1979; Tung, 1979; Lindsay and Rue,
1980). The overall indices of association (p < 0.1) tend to support most of
the sub-hypothesis H3a.O.
Although five of the sub-hypotheses (H3a.1, H3a.2, H3a.3, H3a.5
and H3a.12) did not obtain significant support, the direction of the
relationships was consistent with the predictions. Ignoring the strength of
the correlation, the results revealed that greater formalisation ( F O R M A L )
and comprehensiveness ( C O M P R E ) in planning processes, line participation in corporate level planning (LINE), increase in resources to aid
planning (RESOS) and more emphasis on external focus (EXTERN) are
rendered less useful under high U N C E R T T conditions.
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T w o surprising and intriguing findings surfaced from the data: (a) a
very strong negative relationship (p < 0.001) between internal information
search ( I N T E R S O S ) and U N C E R T T ; and, (b) a fairly strong negative
relationship (p < 0.1) between internally focussed corporate plans
(INTERN). These two findings contradicted the earlier predictions and
some possible explanations may clarify these contradictions.
It w a s expected that organisations tended to formulate inward
orientated plans; thus greater I N T E R S O S and I N T E R N would in all
probability be employed. These activities are not expected to last for long,
as ultimately satiation results (March and Simon, 1958) in I N T E R S O S and
INTERN. If a prolonged period of uncertainty takes place, satiation m a y
affect these activities through reverse actions, resulting in a lesser
emphasis on I N T E R S O S and INTERN, thus the results obtained in this
study.
Another possible explanation for this may well be due to a lower
emphasis given to the need for I N T E R N and I N T E R S O S . Because
internal information, activities, and factors are always within the
organisation, it m a y possibly be that management places less emphasis
on them. An exploratory analysis revealed that these two variables were
consistently inversely related to almost all environment variables at the p <
0.1 significance level. Table 6-14 shows the correlations between these
two variables and environmental variables.
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Table 6-14. Degree of Relationship Between INTERN &
I N T E R S O S Other Environmental Factors

INTERN
1. COMPLXTT

INTERSOS

-.105*

.052

2. COMDIR

.024

.102

3. COMIND

-.148**

.062

4. COMINT

-.176**

-.011

5. UNCERTT

-.174*

-.254**

6. UNCDIR

.024

-.114*

7. UNCIND

-.178**

-.217**

8. UNCINT

-.151**

-.199**

*sig. at .1
** sig. at .05
*** sig. at .001
INTERN and INTERSOS are inversely related to almost all
environmental factors. Further analysis of these relationships is beyond
the scope of this study.
The findings of this study have generally supported hypothesis
H3a.O. W h e r e this hypothesis has not gained significant support, the
direction of relationships appears to be consistent with earlier predictions.
The rather surprising and intriguing data have several possible theoretical
explanations. T h e current theory that suggests greater emphasis on
planning as a means of adaptation and integration w a s not supported.
However, this study obtained significant support for several subhypotheses. In the next section findings and discussions relating to
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indirect and internal environmental uncertainty (UNCIND and UNCINT)
are covered.

6.3.g. Hypothesis H3b.O:
This second part of hypothesis H3 is concerned with the
hypothesised relationships between the same planning variables tested in
hypothesis H3a.O and three sectors of the uncertain environment, i.e.
direct, indirect, and internal. These environmental variables are from now
on referred to as U N C D I R , U N C I N D and UNCINT. T h e hypothesis is
restated as:
Planning characteristics employed are related to the degree of
U N C D I R (H3b1), U N C I N D (H3b2), and U N C I N T (H3b3) perceived
by senior managers.
In this study the hypothesised relationships between the planning
variables selected and U N C D I R are similar to those under hypothesis
H3a.O. The direction of the relationships, therefore, not hypothesised
except to predict the existence of s o m e degree of significant relationship
between the environmental and planning variables.

6.3.g.1. H3b1.0: Direct Environment Uncertainty - Planning
Table 6-15 presents the results obtained from the Pearson
Correlation and Partial Correlation analyses as well as the hypothesised
relationships. Analysis of the data shows supports for several hypotheses.
About half of the hypotheses obtained relationships which were in the
predicted direction (i.e. H3b1.1, 1.2,1.3, 1.8,1.10, 1.11). Three of these
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Table 6-15. Predicted Direction of Relationships Between Direct
Environment Uncertainty and Planning Variables
Together With Initial & Partial Correlations Findings

UNCDIR
Planning
V ar i a bl e s
HypothesisecI lnitial++
Relationships; Results

Partial +
Correlation

H3b1.1: Formalisation

-ve

-.118*

-.190**

H3b1.2: Comprehensiveness

-ve

-.124*

-.191 *

H3b1.3: Line Participation

-ve

-.034

-.073

H3M.4: Techniques used

-ve

-.101

H3b1.5: Resources used

-ve

.190*

.177*

H3b1.6: Long-Term Planning
Horizon

-ve

-.117*

.120*

H3M.7: Planning Review
Frequency

+ve

.129*

H3b1.8: External Info.
Search

-ve

-.038

-.077

H3b1.9: Internal Info.
Search

+ve

-.114*

-.119*

H3b1.10:: External Focus

-ve

-.030

-.196*

H3b1.11: Internal Focus

+ve

.023

.055

H3M.12: Decision
Comprehensiveness

-ve

.102*

.073

H3b1.13: Planning Proactiveness

-ve

.053

.029

*
**

= fairly strong
p<0.1
p < 0.05 = strong
p < 0.001 = very strong

.273*

-.057

Note: + = True correlations after
controlling for the effect
of COMPLEXTT, VALUES
++ = &SIZE
Spurious correlations.
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hypotheses were significant at the p < 0.1 level and the remainder were in
the predicted direction with low or insignificant correlations. Testing of
eight of the hypotheses gave results opposite to the hypothesised
direction (H3b.4, 1.5, 1.6, 1.7, 1.9, 1.12, 1.13) with four (H3b1.4, 1.5, 1.6,
1.9) significant at the p < .1 level.
Generally, the findings confirmed that several of the planning
variables were significantly and negatively related to U N C D I R . T h e
variables which appeared to be strongly but negatively related to U N C D I R
were F O R M A L (r = -.190, p <05), C O M P R E (r = -.191, p < .05) and
E X T E R N (r = -.196, p < 0.1). Variables LINE and E X T E R S O S were both
in a negative relationship as predicted, but the strength of relationship was
insignificant. These empirical findings support the model that certain
planning design features are less useful when operating in unstable or
uncertain environments, and that U N C D I R is related to planning. INTERN,
which was hypothesised as positively related to UNCDIR, w a s also found
to be positive but the strength of the relationship w a s insignificant (r
= .055, p>.1).
Unexpectedly, T E C N Q , R E S O S and H O R I Z O N were found to be
positively and significantly related to U N C D I R (r = .273,.177,.120, p<.1).
This is opposite to the predicted relationships. The variable I N T E R S O S
was also found to be opposite to the predicted relationship (r = -.119, p <
0.1). The next section will discuss these findings in detail.

Discussion of Findings
In the preceding section it was reported that about half (six out of
thirteen) of the correlations are in the predicted direction and only three of
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them approach statistical significance. Of the seven correlations which
contradicted the hypothesised predictions, three reached statistical
significance at the 0.1 level. These contradictions are surprising and
intriguing.
The prediction that a firm will reduce its emphasis on formalised and
comprehensive corporate planning processes during periods of uncertainty w a s significantly confirmed by the findings. Unlike the overall
U N C E R T T , F O R M A L and C O M P R E planning are strongly and negatively
associated with the direct sector uncertainty (UNCDIR). T h e results
suggest that firms perceiving high U N C D I R tend to employ less formalised
and comprehensive processes. Data revealed a significant (p < 0.1) negative relationship between E X T E R N and UNCDIR, suggesting that firms
with high U N C D I R tend to focus less on external activities. The overall
indices of correlation as can be seen from Table 6-15 tend to support the
expected finding that F O R M A L , C O M P R E and E X T E R N are less effective
in high periods of uncertainty.
Line managers' participation in corporate level planning (LINE) and
external information search ( E X T E R S O S ) which were predicted to be
inversely related to UNCDIR, were also found to have a similar but rather
insignificant relationship. The overall indices of correlation suggest a
negligible relationship between the two. planning variables and UNCDIR.
While the data suggest s o m e degree of relationship exists between
U N C D I R and the two planning variables, nevertheless, knowledge of
U N C D I R does not assist in improving predictions about the extent of LINE
and E X T E R S O S which an organisation should employ. Analysis of the
other findings of this study seems to suggest that these variables are more
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a function of other contextual factors: C O M P L E X T T (LINE r = .187,
p < .05; E X T E R S O S r = .248, p < .05), SIZE (LINE r = .197, p < .05).
The variables INTERN and I N T E R S O S which were predicted to be
positively related to U N C D I R produced results more or less consistent
with hypotheses H3a, H3c and H3d. However, the relationship for INTERN
w a s in line with the predicted direction but insignificant. A s reported
earlier, the data revealed that I N T E R S O S w a s negatively related (i.e.
opposite to the prediction direction) to U N C D I R and was significant at the
0.1 level. Possible explanations of these relationships have been
discussed earlier.
The findings that TECNQ, RESOS and HORIZON contradicted the
predicted directions are intriguing. The model was formulated based on
the argument that these planning features are inappropriate and
impractical during periods of high uncertainty. T h e findings s h o w
otherwise. The results tend to suggest that under high U N C D I R (direct
sector), firms place more reliance on analytical techniques and increase
the use of resources to aid planning decisions. It also tends to suggest
that firms employ longer planning horizons. T w o other possible
explanations might be considered. In the case of T E C N Q and R E S O S , the
assumption is that the application of more sophisticated analytical
techniques and an increase in the resources to aid planning reduces the
probability of major mistakes and, importantly, reduces uncertainty.
Engagement in a longer planning horizon may be another way of reducing
uncertainty. Without a longer planning horizon, perceived uncertainty may
be difficult to reduce. A simpler explanation is that firms tend to ignore
U N C D I R in deciding these planning features.
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Generally, the hypothesis that less planning is needed under a high
period of uncertainty gained significant support. The findings suggest less
formalisation, comprehensiveness, and focus on external facets. Although
insignificant, line participation and an extensive external information
search were found to be inversely related to U N C D I R which is more in line
with the predicted direction. The prediction that planning would tend to
focus on internal facets and more infernal information searches w a s not
supported. T w o possible explanations were given; (a) The possibility of
"satiation" (March and Simon, 1958) occurred, which could have led to a
reduction in emphasis on I N T E R N and I N T E R S O S , or (b) due to the
availability of information about internal factors, information and events,
INTERN and I N T E R S O S have been treated as of secondary importance
(Huber, O'Connel and Cummings, 1975). In the section to follow, results of
the U N C I N D , UNCINT/planning relationships will be presented and
discussed.

6.3.g.2: H3b2.0: Indirect Environment Uncertainty - Planning:
Findings and Discussion
Table 6-16 presents the results obtained before and after the partial
correlation computations. Analysis of the data revealed that in most of the
hypotheses U N C I N D has a more or less similar directional relationship to
the overall/total U N C E R T T . Out of this, four (TECNQ/UNCIND, H O R I Z O N /
U N C I N T and R E V F R E Q / U N C I N T ) were significant at the p < 0.1 level.
The data provide empirical evidence that U N C I N D has significant correlations with certain planning variables. The proposition that there exists
s o m e degree of relationship between U N C I N D (direction unexplored) and
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Table 6-16. Relationship Between Indirect Environment
Uncertainty (UNCIND) and Planning Variables
With Initial & Partial Correlations Findings

UNCDIR
Planning
Variables
lnitial++
Results

Partial +
Correlation

H3b2.1: Formalisation

-.208 **

-.019

H3b2.2: Comprehensiveness

-.184**

-.034

H3b2.3: Line Participation

-.061

-.087

H3b2.4: Techniques used

-.190*

-.302 *

H3b2.5: Resources used

.052

H3b2.6: Long-Term Planning
Horizon

-.111 *

H3b2.7: Planning Review
Frequency

-.190

H3b2.8: External Info.
Search
H3b2.9: Internal Info.
Search

.027
-.218**

H3b2.10:: External Focus

.181 **

H3b2.11: Internal Focus

-.234 **

H3b2.12: Decision
Comprehensiveness
H3b2.13: Planning Proactive
* p < 0.1
** p < 0.05
***p< 0.001

= fairly strong
= strong
= very strong

.239**
-.012

-.039
-.135*
.121 *
-.095
-.289 ***
-.043
-.178**
.029
-.201 **

Note: + = True correlations after
controlling for the effect
of C O M P L E X T T , V A L U E S
&SIZE
++ = Spurious correlations.
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several planning variables has received significant partial support. In
particular, these results imply that several features of corporate strategic
planning, such as analytical techniques (TECNQ), long-term planning
horizon (HORIZON), internal information sourcing (INTERSOS), internally
focussed plan (INTERN) and planning proactiveness ( P R O A C T ) are not
necessarily useful or effective under conditions of environmental change
and uncertainty (UNCIND). The correlation for the five linkages were
significant at the p < 0.1 level, i.e. T E C N Q - U N C I N D (r=- .302, p<0.1),
H O R I Z O N - U N C I N D (r=-.135, p<0.1), I N T E R S O S - U N C I N D (r=-.289,
p<.001) and INTERN (r=-.178, p<0.05), and P R O A C T - U N C I N D (r=-.214,
p<0.05).
Unlike their counterpart UNCDIR, the variables TECNQ, RESOS
and H O R I Z O N were negatively related to UNCIND, suggesting that when
the indirect environment is perceived to be uncertain, these design
features are less effective for organisational adaptation and integration.
T h e s e findings were more in line with the theoretical framework.
Knowledge of U N C D I R nonetheless improves prediction of the degree of
T E C N Q , R E S O S and H O R I Z O N which an organisation should implement.
The indices of association between UNCIND and REVFREQ
(frequency of review and appraisal) are of a fairly strong relationship (r
= .121, p < .1). The results suggest that firms perceiving high U N C I N D are
associated with more frequent review, appraisal, and readjustment of their
corporate plans. Given continuous and unpredictable changes, strategic
managers saw a need for frequent evaluation and adjustment of their
corporate plans. Under high U N C I N D where events in the indirect sector
are out of managerial control, one would expect frequent modifications as
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changes intrude upon plans. This orientation would increase the possibility
of producing up-to-date plans and implementing an effective planning
system, divorced from mistakes and obsolete strategies.
The finding that both INTERSOS and INTERN were inversely
related to U N C I N D (p < 0.001 and < 0.05) m a y have a similar possible
explanation to that of U N C E R T T and UNCDIR. This finding seems to be
consistent with all environment variables, as discussed earlier. T h e
negative relationship between I N T E R S O S and U N C I N D was found to be
very strong (p < 0.001) suggesting that firms with a high U N C I N D value
would reduce engagement in an extensive internal information search.
With such a high probability, the result w a s highly unlikely to be by
chance. This very strong relationship is a good indication that knowledge
of U N C I N D can strongly improve the prediction of I N T E R N . With a
significance level less than .05, it w a s very unlikely that this result w a s
also by chance. Similarly, knowledge of U N C I N D will also be helpful in
predicting the degree of I N T E R S O S which an organisation should employ.
An interesting finding from the analysis shows that there w a s a
strong negative relationship between U N C I N D and planning proactiveness
( P R O A C T ) (r = -.201, p < 0.05). This finding w a s in line with hypothesis
H3a and H3b. The findings suggest that firms with a high U N C I N D will
tend to reduce emphasis on extensive planning proactiveness. Proactive
planning is indicated by such factors as constant anticipation of changes,
a continuous search for market opportunities, and an extensive
environmental analysis. The equivalent is Miles and Snow's Prospectors
strategy. In an uncertain or unstable state, an organisation is highly
vulnerable to environmental changes which makes it difficult to proact or
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prospect. Adopting Hartman, White, and Crino's (1986) adaptation model,
in an unstable state an organisation will attempt to buffer itself from
environmental hostilities. This buffering leads to a lesser emphasis on
extensive proactive orientation. Because the factors within the indirect
sector are difficult and beyond the control of organisations, an unstable
state in the indirect sector makes continuous monitoring extremely difficult.
This leads to satiation, a state w h e n organisations either will stop
searching or m a y resort to simplified decision rules (Hartman, White and
Crino, 1986). In this study, less proactiveness and greater I N T E R S O S and
INTERN were predicted. The findings were thus far consistent with these
a priori expectations.
T h e results in Table 6-16 s h o w e d an insignificant correlation
between U N C I N D and F O R M A L , C O M P R E , LINE, R E S O S , and
E X T E R N , but an analysis of the data revealed similar relational
directions (signs) to those predicted for U N C E R T T and UNCDIR. Ignoring
the strength of the relationships, it revealed that these design features are
of less use in high U N C I N D or at the very least not important, hence the
very w e a k relationships. However, knowledge of U N C I N T nonetheless
negligibly improves the prediction of the extent of these variables.
In the preceding sections results and discussion of UNCIND/
planning relationships were given. Results revealed and partially
supported the hypothesis (without direction) that there should be a
relationship between U N C I N D and the various planning variables included
in the investigation. Results reveal that most of the planning variables had
a similar direction of relationship to those under U N C E R T T and UNCDIR.
A s with U N C E R T T and UNCDIR, certain planning features are of less use
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in a state of high UNCIND. Those features which were significant and
negatively related to U N C I N D are: T E C N Q , H O R I Z O N , I N T E R S O S ,
INTERN and P R O A C T . Those with insignificant negative relationships
with U N C I N D are: F O R M A L , C O M P R E , LINE, R E S O S , E X T E R S O S and
E X T E R N . A significant positive relationship between U N C I N D and
R E V F R E Q was obtained suggesting the need for frequent review and
appraisal of corporate plans in high UNCIND. The D E C C O M P / U N C I N D
relationship was found to be positive but insignificant. The next section
gives the results and discussion of the UNCINT/planning relationships.

6.3.g.3: H3b3.0: Internal Environment Uncertainty - Planning:
Findings and Discussion
The true relationship between UNCINT and planning variables can
be seen in Table 6-17. All except INTERSOS and INTERN were found to
have a similar direction of relationship with U N C I N T as those hypothesised for U N C E R T T and U N C D I R . There were several significant
negative relationships between U N C I N T and s o m e of the planning
variables. More than half of the planning variables were found to be significantly related to U N C I N T at p <0.1 level and four of these relationships
were strongly correlated at p <0.05.
Generally, the table shows that UNCINT-planning linkages are
similar to the UNCIND-planning linkages found earlier. In this case,
only the U N C I N T - D E C C O M P relationship w a s found to be different.
As in the findings in H3b2, U N C I N T was found to be significantly and
negatively related to T E C N Q (r=-.271, p<0.1), H O R I Z O N (r=-.137, p<0.1),
I N T E R S O S (r=- .246, p<0.05), INTERN (r=-.151, p<0.05), and P R O A C T
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Table 6-17. Relationship Between Indirect Environment
Uncertainty (UNCIND) and Planning Variables
With Initial & Partial Correlations Findings
UNCDIR
Planning
Variables

lnitial++
Results

Partial +
Correlation

H3b3.1: Formalisation

115*

-.083

H3b3.2: Comprehensiveness

090

-.086

H3b3.3: Line Participation

024

-.074

H3b3.4: Techniques used

180*

-.271 *

H3b3.5: Resources used

080

-.151 *

H3b3.6: Long-Term Planning
Horizon

122*

-.137*

H3b3.7: Planning Review
Frequency

.012

H3b3.8: External Info.
Search

.027

-.147**

H3b3.9: Internal Info.
Search

.218**

-.246 **

H3b3.10: External Focus

.121 *

-.031

H3b3.11: Internal Focus

.185**

-.151 **

H3b3.12: Decision
Comprehensiveness

.119*

-.050

H3b3.13: Planning Proactive

.053

fairly strong
** p < 0.05 = strong
***p< 0.001 = very strong

*p<0.1

.008

.192 **

Note: + = True correlations after
controlling for the effect
of C O M P L E X T T , V A L U E S
&SIZE
++ = Spurious correlations.
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(r=-.192, p<0.05). R E S O S and E X T E R S O S , although insignificantly
related to U N C I N D , were found to be significantly related (with similar
negative signs) to U N C I N T at p<0.1.
Generally, these findings statistically confirm the strong relationship
between uncertainty in the internal sector and certain planning features
employed in an organisation. T h e findings are also in line with past
conceptual studies that internal environment plays a role in explaining
certain organisational characteristics. It was found that the relationship of
organisational adaptation and integration to uncertainty in the internal
environment sector (UNCINT) was more or less similar in both direct and
indirect sectors.
Results did not reveal a significant relationship between F O R M A L ,
C O M P R E , LINE, E X T E R N and D E C C O M P . However, the direction of the
w a s in line with the theoretical framework (p > 0.1).

The

results suggest s o m e degree of relationship does exist. However, the
results suggest that these planning features are not considered important
in the deliberations of a corporate planning system. Additionally,
knowledge of U N C I N T negligibly improves the prediction of the degree of
F O R M A L , C O M P R E , LINE, E X T E R N and D E C C O M P of the corporate
strategic planning processes.
Both I N T E R S O S and INTERN were strongly and negatively related
to U N C I N T (r = -.246 and -.151; both having p< 0.05). The data were
similar to those found with U N C I N D . This is rather surprising and
intriguing. This w a s not expected given the environmental factors within
the organisation. T w o possible explanations for this strange organisational behaviour can be considered. Due to the availability of information
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about internal environmental factors, organisations may consider them as
of secondary importance (Huber, O'Connel, and C u m m i n g s , 1975).
Secondly, because of their expertise in dealing with internal matters,
organisations m a y be assumed to give less emphasis to the need for
sourcing strategic information from within the organisation and internally
focussed plans, regardless of U N C I N T level. Thirdly, the existence of
weak organisational system, structures, and resources may have caused
these two planning variables to be ignored.
Similarly to UNCIND, the variables T E C N Q , R E S O S and H O R I Z O N
were revealed to be negatively and significantly related to U N C I N T (p <
0.1). The results suggest that firms perceiving high U N C I N T are negatively
associated with a high degree of planning features. These findings were
more in line with the theoretical framework. This is readily explained by the
highly unstable and uncertain internal environment, which m a y be caused
by any or all of the following: weak employee-employer relationships; a
lack of experienced and technologically skilled professionals; w e a k
organisational systems, procedures and financial position; and suspect
leadership styles. Given these internal uncertainties it m a y be difficult,
although not impossible, to make use of more sophisticated and complex
evaluative analytical techniques ( T E C N Q ) , and to increase the use of
personnel resources and systems ( R E S O S ) to aid corporate strategic
planning and strategy decisions. Similarly, the formulation and implementation of long-range planning ( H O R I Z O N ) which compel difficult and
strategic thinking, m a y be a very difficult or even impossible task.
Knowledge of UNCINT, though, would nonetheless negligibly improve the
prediction of the degree of these planning variables in the corporate
planning processes.
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Likewise, high U N C I N T with the abovementioned internal organisational characteristics would m a k e 'proacting' very difficult or even
impossible. Proacting here refers to the constant watching, monitoring,
and evaluation of the internal and external environment in order to identify
possible external threats and/or opportunities. It parallels Miles and
Snow's prospectors' strategy. This explanation may be responsible for the
rather strong significant negative relationship between the P R O A C T and
U N C I N T variables (r = - .192, p < 0.05). Such internal characteristics of
uncertainty m a y also explain the strong negative relationship between
INTERN (focus on internal facets) and U N C I N T (r = -.151, p < 0.05)-(see
the discussion on INTERN/UNCINT above).
T h e indices of association revealed a significant negative
E X T E R S O S / U N C I N T relationship (r = -.147, p < 0.05) and insignificant
negative E X T E R N / U N C I N T relationship (r = - .031, p > 0.1). Although both
have similar negative relationships with hypotheses H3.0 and H3a.O, other
possible explanations m a y clarify these relationships. Organisations with
high internal instability/uncertainty would tend to perceive the external
environment as uncertain, especially if it is a changing environment.
T h e s e types of organisations m a k e themselves highly vulnerable to
perceived environmental uncertainties/changes. A s a result, they tend to
distance themselves from contact with the external environment, hence a
lesser emphasis on sourcing for external information ( E X T E R S O S ) . D u e
to the insignificant relationship found, this behaviour m a y to a certain
extent also affect any focus on external facets ( E X T E R N ) . However,
knowledge of U N C I N T nonetheless strongly helps the prediction of the
degree of E X T E R S O S and, to a lesser extent, E X T E R N .
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U N C I N T did not seem to be significantly related to R E V F R E Q ,
although the direction w a s positive and similar to the theoretical
framework (r = .008, p > 0.1). Given this very low correlation coefficient, it
is therefore obvious that U N C I N T and R E V F R E Q are not related. This
s e e m e d to be consistent with the results of F O R M A L , C O M P R E , and
LINE which were all very weakly negatively related to UNCINT. The
absence of these, and the weak emphasis on other planning variables,
would explain an absence of R E V F R E Q . There is no review and appraisal
of plans if these planning features are absent anyway!
In the preceding sections, there were some findings and discussion
pertaining to the UNCINT/planning relationships. The findings revealed
that all except R E V F R E Q were negatively related to UNCINT. Several
significant negative relationships between U N C I N T and planning features
were found including several that were very low and insignificant. In this
study, the possible explanations of these interesting and intriguing results
were not mainly derived from the theoretical framework adopted for the
formulation of hypotheses H3.0 and H3a.O. But more importantly, it could
be due to the incapability of organisations (UNCINT) to formulate and
implement planning design features as considered in this investigation.
Generally, the results suggest that firms with a high level of internal
instability/uncertainty would be associated with a lesser level of planning
design features of corporate planning processes. Knowledge of U N C I N T
is therefore seen as a good predictor of the degree of corporate planning
processes.
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6.3.g.4: Comparison: UNCDIR/UNCIND/UNCINT and
Planning Relationships
As Table 6-18 shows, regardless of its significance level, in about
half of the planning variables investigated, similar negatives of relationships were found for all three sectors. These are F O R M A L , C O M P R E ,
LINE, E X T E R S O S , I N T E R S O S and E X T E R N . This implies that these
planning features were of less importance in the organisational adaptation
and integration processes, given the uncertainty of the total environment.
The high correlations with U N C D I R imply that organisational decision
makers would react more by giving less emphasis to the need for
formalised planning ( F O R M A L ) , to planning comprehensiveness
( C O M P R E ) and to externally focussed planning (EXTERN).
Interestingly, both UNCIND and UNCINT appear to have a similar
relationship with planning for almost all variables (except D E C C O M P ) . Of
these, five planning variables were identified as having a significantly
strong similar correlation with both U N C I N D and U N C I N T These are
T E C N Q , H O R I Z O N , INTERSOS, INTERN and P R O A C T with p <0.1. All
had negative signs, implying that these variables are relatively unimportant as both adaptive and integrative mechanisms in facing uncertain or
volatile U N C I N D and U N C I N T The negative relationships significant at
p <0.1 imply the purposeful reduction of de-emphasis of these planning
design features. Detailed discussion of these interesting issues has been
covered in the preceding sections of this chapter.

Table 6-18. A Comparison of Hypothesised Relationship
Direction to Actual Findings for UNCDIR,
U N C I N D and UNCINT
PEU
PLANNING
PARAMETERS

HYP
DIR

UNCDIR

UNCIND

UNCINT

Sign

P

Sign

P

Sign

P

1. FORMAL

-ve

-ve

S

-ve

NS

-ve

NS

2. COMPRE

-ve

-ve

S

-ve

NS

-ve

NS

3. LINE

-ve

-ve

NS

-ve

NS

-ve

NS

4. TECNQ

-ve

+ve

S

-ve

S

-ve

S

5. RESOS

-ve

-i-ve

S

-ve

NS

-ve

S

6. HORIZON

-ve

+ve

S

-ve

S

-ve

S

7. REVFREQ

-i-ve

-ve

NS

-i-ve

S

-i-ve

NS

8. EXTERSOS

-ve

-ve

NS

-ve

NS

-ve

S

9. INTERSOS

-i-ve

-ve

S

-ve

S

-ve

S

10.EXTERN

-ve

-ve

S

-ve

NS

-ve

NS

11. INTERN

+ve

+ve

NS

-ve

S

-ve

S

12.DECCOMP

-ve

+ve

NS

-i-ve

NS

-ve

NS

13.PROACT

-ve

+ve

NS

-ve

S

-ve

S

Note:

PEU = Perceived Environmental Uncertainty
P = Probability
S = Significant at p <0.1
NS = N o t significant

H Y P DIR = Hypothesised direction for
U N C E R T T and UNCDIR only
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The next two sections report on the testing of two major hypotheses
concerning the role of organisation size and managerial values for
selected planning variables.

6.3.h: Hypothesis H4.0: Organisation Size - Planning:
This hypothesis concerns group differences in selected planning
variables for small, medium and large firms. It is restated as follows:

HYPOTHESIS 4.0:
H4a.0. There are significant differences in the mean level of
planning characteristics between small, m e d i u m , and large
organisations.
H4b.0. Generally, the planning mean level increases with an
increase in organisational size
Hypothesis H4a.0:
To avoid duplication, the sub-hypotheses for H4a and H4b are not
presented here. Readers are referred to Chapter Four for the detailed subhypotheses.
The normally distributed data justified the use of parametric statistics
in testing these hypotheses. A one-way analysis of variance (ANOVA)
designed to test group differences of more than two groups was used to
test the proposition (H4a) that there are group differences. A Pearson
Correlation was also computed to examine correlations between SIZE and
the planning variables tested. To check further the results obtained from
the parametric A N O V A , the more powerful nonparametric method of
Kruskal-Wallis one-way A N O V A was also used. This test is not sensitive
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to deviations from normality and it can also be used to countercheck
results obtained from its counterpart the parametric A N O V A . If both results
are consistent, it can be assumed that the use of A N O V A is appropriate.

6.3.h.1. Findings - Hypothesis H4a.0
Results obtained from the A N O V A and Pearson Correlation tests are
presented in Table 6-19. The overall indices of the association between
SIZE and the planning variables suggest strong relationships significant at
least p < 0.05. Only two (i.e. E X T E R S O S and I N T E R S O S ) were found
insignificant (p > 0.1). T h e congruence between SIZE and planning
characteristics is also supported by the results of the analysis of variance
reported in this table. The F-statistics resulting from these analyses are
significant at an 0.1 level or better for all planning variables except LINE,
E X T E R S O S and I N T E R S O S . Significant differences between small,
medium, and large SIZE are found for all planning variables, with the
exception of LINE, E X T E R S O S and I N T E R S O S . Comparison of the
means of the planning variables among the three size groupings yielded
significant statistics which support the various sub-hypotheses of H4a.
To test further the findings from the parametric ANOVA, the powerful
nonparametric method of Kruskal-Wallis one-way A N O V A was used. The
results of the tests are given in Table 6-20 which shows the m e a n ranks of
each group with the n in parenthesis and the chi-square of the KruskalWallis H statistic* Analysis of the results shows consistency between

T h e number of cases for each group differs because some respondents did not answer
the questions.

Table 6-19. Test of Planning Differences by Organisation Size
And Test of Differences Among Pairs of Means

PLANING
VARIABLE

Pearson
Corr.
V

H4b.1: F O R M A L

.43***

3.1

3.5

4.1

15.2***

L>S,

H4b.2: COMPRE

.34***

3.3

3.6

3.8

8.6***

L>S, M>S

H4b.3: LINE

.20**

3.4

3.4

3.7

1.8

NS

3.7

4.0

5.1

2i 4***

L>S,

H4b.5: EXTERSOS .07 N S 3.3

3.3

3.5

0.86

NS

H4b.4: DECCOMPR .45***

Mean Value by
Size
ANOVA
S
M
L (F-Stat)

Different +
pairs of
group means

L>M

L>M

H4b.6: INTERSOS

.08 N S

3.7

3.6

3.9

1.92

NS

H4b.7: PROACT

.33***

3.5

3.8

3.9

9.66**

L>S, M>S

H4b.8: HORIZON

.15**

3.1

2.9

3.4

4.13**

L>M,

Note: S = Small
M = Medium
L = Large

L>S

* Significant at 0.1 level
** Significant at 0.05 level
*** Significant at 0.001 level
N S Not significant
+ Results based on Duncan's Multiple
Range's test (p < 0.05)

those found using ANOVA and the Kruskal-Wallis method. Based on
these consistent results, the use of the parametric ANOVA was therefore
considered appropriate. These results also support the hypothesis that the
means of planning features adopted by the small, medium and large firms
are different.
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Table 6-20. Kruskal-Wallis One-Way A N O V A Planning
Differences by Organisation Size

Organisation Size
PLANNING
PARAMETERS

Small

Medium

Large

A N O V A ++
Chi-Square + (F-Stats)
&
(N)
Sig. Level

Mean Rank (n)

H4b.1: FORMAL

61.2(66)

71.7(30)

99.0(58)

23.07(154)

15.2***

H4b.2: COMPRE

69.2(75)

88.6(33)

101.4(60)

14.91(168)

8.6***

H4b.3: LINE

77.1(76)

75.8(32)

92.3(55)

4.04(163)

1.8 NS

H4b.4: DECCOMPR

68.1(80)

80.7(35)

119.7(61) 36.66(176)

2-| 4 ***

H4b.5: EXTERSOS

81.3(76)

79.7(33)

92.7(60)

2.36(169)

0.86 NS

H4b.6: INTERSOS

72.9(57)

66.1(34)

81.1(57)

2.75(48)

1.92 NS

H4b.7: PROACT

71.0(79)

98.6(35)

104.0(61) 16.75(175)

9.7***

H4b.8: HORIZON

82.4(80)

77.3(34)

100.1(60) 6.74(174)

4.13**

H4b.9: EXTERN

61.1(66)

76.4(29)

91.2(54)

14.62(149)

7.6***

H4b.10;: INTERN

86.1(79)

88.3(33)

84.5(59)

0.13(171)

0.00 NS

Note: **
***
NS
+
++

Significant at 0.05
Significant at 0.001
Not significant
Corrected for ties.
Based on Table 6.19.

6.3.h.2: Findings - Hypothesis H4b.0:
This hypothesis related to inequality among the three different
groupings according to size. These hypotheses predicted (a) that there
are significant differences in planning variables among the three group
sizes and (b) that the mean of large firms is higher than the mean of
medium firms which in turn is bigger than the mean of the small firms.
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This hypothesis called for special tests to be performed on multigroup m e a n s (i.e. > 2 groups). The S P S S "A Posteriori Contrast Test"
procedure for comparing all possible pairs of group means was thought to
be the most appropriate for testing this hypothesis (Nie et al. 1975,
p.427). For this study the Duncan's multiple range test w a s selected to
test hypothesis H4b. This method is the second most powerful of the A
Posteriori Contrast Tests, and can be used whether or not the analysis of
variance is significant.
Table 6-19 presents the results from these tests. Duncan's test of
differences among pairs of means reveals a general hierarchical ordering.
In particular, greater or larger organisational size is accompanied by
higher values of F O R M A L , C O M P R E , D E C C O M P , P R O A C T , E X T E R N .
For example, formalisation of planning ( F O R M A L ) and planning comprehensiveness ( C O M P R E ) are greater for large firms than for medium firms,
and for medium firms than for small firms. These differences are not
statistically significant in every case, but the pattern persists across all
planning variables.
A n analysis of the data more or less confirmed the predictions of
hypothesis H4b. Apart from significantly strong group differences among
the small, medium, and large firms, it became very clear that the planning
m e a n s increase by size. A s size increases organisations tend to adopt
higher degrees of certain features of corporate planning in their effort to
adapt and integrate effectively.
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6.3.h.3: Discussion of Findings
The results indicate that (1) organisational size correlates positively
(significance at least p < 0.05) with five (out of seven) of the planning
variables included, (2) with the exception of LINE, E X T E R S O S and
I N T E R S O S , each of the planning variables w a s found to be significantly
different a m o n g firms across small, medium and large firms, and (3) the
m e a n of each of the planning characteristics (except LINE, E X T E R S O S
and I N T E R S O S ) varies by size of firm with large firms having the highest
planning mean followed by medium and then small firms (as confirmed by
Duncan's range tests).
The results suggest that larger firms are associated with more
formalised and comprehensive planning processes. It also suggests that
the larger the firm the more proactive will be the planning orientation and
the more comprehensive and deliberative will be their decision making
processes. The results also suggest that larger firms tend to be associated with a longer planning horizon. The rationale for these findings was
discussed in chapter IV. However, formalisation of the planning processes
acts as an integrative mechanism to counteract the increased differentiation resulting from the increase in size. T h e larger an organisation
becomes, the more it differentiates which in turn leads to role specialisation. This increasing differentiation creates a coordination and control
problem, which m e a n s there is a greater need for formal devices to
integrate activity. Since planning is both an adaptive and integrative
device, planning then becomes more formal as a means of control, and
comprehensive as a means of integration.
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It w a s found that larger firms have a higher m e a n for planning
horizons which w a s consistent with a priori expectations (see Duncan's
range test results). A higher mean denotes a longer planning horizon, but
the time can vary from five to twenty years. Because of their vast resource
capability, large firms can undertake a greater commitment in terms of
business investment which would normally take many years to recover.
A n y mistakes can result in very heavy costs, and this m e a n s that
formulation and implementation of good long-range corporate planning is
needed. It is unlikely that smaller firms with limited resources can
continuously undertake such huge investments over many years of return.
Contrary to a priori expectations, results from Duncan's test of
differences a m o n g pairs did not reveal significant differences by size in
the LINE (line participation) variable among firms. This finding could be
due to several factors, including (1) the w a y the SIZE variable w a s
measured in this study, and (2) a higher managerial belief in planning
a m o n g small and medium firms. However, the arithmetic m e a n of LINE
(refer Table 6-19) for the three firm sizes is larger for large firms, and
similar for both small and medium firms.
T h e SIZE variable in this study w a s based on the n u m b e r of
employees in the firm and was consistent with most past empirical studies.
In this study, a firm having employees over 500 employees was classified
as large, between 201-500 as medium, and less than 200 as small. The
standard four categories, including the very large firms, was avoided, as it
would have reduced the number of firms per cell and caused problems
with statistical analysis. It w a s likely that this approach would have
produced a suspect result, and this could also have affected the other
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variables. A s Table 6-19 shows, results for the other variables were
consistent.
The second possible explanation of the contradictory finding might be
due to high managerial values in planning. Since the correlation coefficient
also showed a significantly high relationship between V A L U E S and LINE
(r = .217, p < 0.001), it is possible that most of the respondents from small
and medium firms had a high belief in formalised planning, and hence a
high LINE score.
Both EXTERSOS and INTERSOS were insignificantly related to
SIZE, and results from analysis of variance also did not show a significant
difference in the two variables across different SIZE. The correlation
results suggests a weak relationship between these two variables and
SIZE. Knowledge of SIZE nonetheless negligibly improves the level of
prediction of the degree of E X T E R S O S and/or I N T E R S O S . The findings
contradict the predictions and a few possible explanations m a y help
clarify these contradictions. Firstly, judging from the high I N T E R S O S and
E X T E R S O S m e a n s a m o n g firms of all three sizes, it w a s possible that
respondents did not consider the size of their firm had any influence on
the frequency of information search, hence the negligible relationship.
Secondly, a high degree of E X T E R S O S w a s related m o r e to
C O M P L E X T T (r = .248, p < 0.05) than it w a s to SIZE. Thirdly, a high
degree of I N T E R S O S w a s related to E X T E R S O S itself (r = .414, p <
0.001).
To explore these possibilities one needs to look at the objectives of
information search. O n e important objective is environmental analysis
which refers more to the external environment. Unless the external
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environment is complex, there is no necessity for an external information
search. Uncertainty will create less need because information is rather
unpredictable and this m a k e s it very difficult to search for externally.
Although size, and particularly large size, m a y play a role due to resource
capability and the possibility of facing more complex factors, it really does
not dictate the amount of data to be searched for. C O M P L E X T T m a y
have dictated the rather high E X T E R S O S m e a n (thus their strong relationship). The logic is that the more E X T E R S O S , the more I N T E R S O S , and
hence the very high relationship obtained between these two variables
(r = .414, p < .001). Put simply, external information and internal information m a y need to be blended in order to evaluate environmental data
and determine the existence of opportunities and/or threats externally and
evaluate organisational strengths and/or weaknesses internally. This
enables organisations to prepare either to grasp opportunities or retreat.
Hence, E X T E R S O S m a y explain the high I N T E R S O S m e a n across SIZE.
A review of the relationships and group differences among pairs in
Table 6-19 shows that, in six out of eight correlation test statistics, the
expected relationships are statistically significant at the .10 level or better.
If the results were strictly due to chance, it would be expected that only 0.8
(or 1) of the correlations would be significant at the .10 level. Therefore, it
can be concluded that knowledge of SIZE plays a definite role in the
design of a corporate strategic planning system in terms of the degree of
its design features to be employed.
In summary, organisation size has been found to be significantly
related to several planning design features included in this investigation.
The results confirm that SIZE was very strongly related to four planning
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variables: F O R M A L , C O M P R E , D E C C O M P and P R O A C T (p < .001).
Findings also reveal that the degree of each of the planning features was
different across size level, and that larger firms tend to have a greater
degree than do medium, and that medium exceed small firms. Only
LINE, E X T E R S O S and I N T E R S O S were found to have no significant
differences. Possible explanations of the unexpected patterns were
provided. The next section discusses findings pertaining to V A L U E S /
planning relationships.

6.3.i: H5.0: Managerial Values/Belief and Formalisation
of Plan Relationships:

The fifth and final major hypothesis being tested in this investigatio
has three sub-hypotheses. They are stated as follows:

Hypothesis H5.1:
Formality (FORMAL) of planning processes is positively related
to managerial values (VALUES) of the formality of planning.
Hypothesis H5.2:
There will be a significant difference in the m e a n level of
F O R M A L a m o n g organisations with high and low V A L U E S
scores. The high V A L U E S group will have a higher F O R M A L
mean than the low V A L U E S group.
Hypothesis H5.3:
Formality of planning (FORMAL) will vary by V A L U E S score at
different C O M P L E X T T level.
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6.3.L1: Findings - Hypothesis H5.1:
A similar procedure was adopted in testing this hypothesis. In
particular, the high inter-correlation a m o n g the various contextual
variables prompted the computation of Partial Correlations in order
to determine the true correlation coefficient of the V A L U E S - F O R M A L
linkages. A s s h o w n by Table 6-21, the existence of a very high
correlation (r=.414, p <0.001) significantly supported hypothesis
H5.1.
Table 6-21. Expected Direction of Relationships Between
Managerial Values/Belief and Degree of
Formalisation And Initial & Partial
Correlation Findings
Managerial F O R M A L P L A N Belief @
Planning
Variable
Hypothesised
Relationships

Ha5.1:

+ve

Formalisation of planning
processes

IS = Not significant
@ = Top managers' values
or belief in the
benefits of formalised
corporate planning process.

++

lnitial++
Results

Partial +
Correlation

.598 ***

,414 ***

N = 149
p = 0.000

N = 149
p = 0.000

= Spurious correlations.
Computation included C O M P L X T T ,
U N C E R T T & SIZE in the
model.

+ = True correlations.

p < .001

6.3.L2: Findings - Hypothesis H5.2:
Given the nature of the hypothesis, the parametric t-test was used to
investigate whether there was any significant difference between the low
V A L U E S and high V A L U E S groups. Results from this computation are
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presented in Table 6-22. A s expected, the m e a n for the high V A L U E S
group w a s much higher (3.86) than the low V A L U E S group (2.62). The t
value -6.06 w a s significant at .1 level or better (p < 0.001). Hence,
hypothesis H5.2 is accepted, implying that firms whose top managers are
positive about the benefits and the need for formalised planning would
tend to formulate and implement a formalised planning system. Discussion
of these findings is taken up in the next section.

Discussion of Findings
The results in Table 6-21 indicate that managerial values/beliefs
(VALUES) strongly correlate with formalisation of planning processes
( F O R M A L ) (r = .414, p< .001). The results suggest that firms which have
high V A L U E S scores will be associated with higher formalisation in
planning processes presented in Table 6-22. It provides support for the
hypothesis that organisations whose senior executives believe in the
benefit of formalised planning are more likely to be more formalised in
their corporate planning processes.
This strong relationship does not suggest a causal link between the
two, but it clearly demonstrates the importance of top managerial belief for
greater planning formality in the design of corporate planning systems.
Success in the implementation of any m a n a g e m e n t system largely
depends on the utmost top management commitment. The relationship
between managerial values and organisational structuring has been
predicted by a number of authors (Whitley and England, 1977; R o w e and
Boulgarides, 1983; Guth and Tagiuri, 1965; Connor and Becker, 1975).
Conceptual studies have predicted formality of corporate planning also to
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be influenced by managerial styles (Steiner, 1979) and corporate planning
system may also be determined by the style (i.e. values related) of the key
executives involved (Lorange and Vancil (1977). However, no empirical
evidence had been obtained as to the validity of these predictions.

Table 6-22. Group Differences A m o n g Firms Across L o w and High
Managerial Values Levels t-test Results

Planning Variable
and
Hypothesis

Mean Value by
Values Level
Low(1)

H5.2:
Formalisation of
planning process
Higher in Group 2
Lower in Group 1
Low
High

**

0

2.62
(33)

High (2)

3.86
(111)

Statistical
Relationship
(t Value)
& p
**

Significant
t = -6.06
p = 0.000
df = 142

Against Formalised Planning
Note:
Favouring Formalised Planning Missing cases excluded
1 -tailed probability t-test
Number of firms

T h e results from the correlation analysis have provided empirical
evidence and significant support for the propositions from these authors
as well as for the conceptual framework formulated in Chapter IV.
Knowledge of managerial values would be useful in the prediction of the
degree of formalisation of the corporate planning processes.
The congruence between VALUES and formalisation of planning is
also supported by the results of the t-test (see Table 6-22). As reported,
the 'f value of -6.06 resulting from these analyses is significant (at the .1
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level or better) providing support to hypothesis H5.2. Significant differences between high and low managerial values were found. The data
revealed that the mean for F O R M A L for firms from the high group (those
that believe in the benefits of formalised planning processes) is
considerably higher than that of the low group. There is no doubt that
knowledge of V A L U E S would improve the predictability of the degree of
formalisation of the planning processes.

6.3.i.3: Findings and Discussion - Hypothesis H5.3
The prediction that VALUES will not only be related to the degree of
formalisation in the planning processes was covered in Chapter IV. It was
predicted that formalisation of planning ( F O R M A L ) would vary by
V A L U E S at different complexity levels. Indirectly this prediction implied
that V A L U E S m a y play a significant role in explaining the extent of
F O R M A L in an organisation. It further suggests that, even at a high level
of perceived environmental complexity ( C O M P L E X T T ) the degree of
F O R M A L m a y be less if the organisations' senior executives have low
V A L U E S scores.
To test this prediction, firms were grouped into two: low V A L U E S and
high V A L U E S . Each of these groups w a s further classified into low
C O M P L E X T T and high C O M P L E X T T sub-groups. Analysis of variance
and Duncan's multiple range tests were performed in order to explore this
issue.
Table 6-23 provides results from these computations which give an
interesting but expected pattern. Analysis of the data shows significant
differences between the four groups. A Duncan's test of differences

Table 6-23. Test of Formalisation of Planning (FORMAL)
by VALUES at Different Complexity Level

Against
VARIABLE &
HYPOTHESIS

In Favour

Low1

High 2

Low 3

High 4

ANOVA
(F-Stat)

2.52
(23)

2.44
(3)

3.72
(50)

4.21
(26)

14.42
***

Diff. Pairs
of group
means +

H5.3:
FORMAL

4 > 3,4 > 2,
4>1,3>2,
3 > 1 ++

p < 0.001

+ Results based on Duncan's
Multiple Range's test (p < 0.05)
() Number of firms
Low 1 & 2 = Low complexity
High 1 & 2 = High complexity
++ = Group 1-2 difference is insignificant.

Formal scale: 1 = Very Informalised
2 = Informalised
3 = Formalised
4 = Very formalised
5 = Extremely formalised

among pairs of means reveals a general hierarchical ordering. In particular, higher VALUES, irrespective of C O M P L E X T T level, are accompanied by a higher degree of formalisation in planning processes.
However, due to the effect of C O M P L E X T T , groups with high V A L U E S
high C O M P L E X T T have the highest F O R M A L mean, followed by the
group with low C O M P L E X T T but high VALUES. Surprising and contradictory data emerge showing that the mean for the high C O M P L E X T T
group under the low V A L U E S category is the lowest. One possible explanation of this unexpected result could be the small sample in the cell
(N = 3). This could be due to chance and it is possible that these three
firms/respondents happened to be those w h o followed an informal
planning processes.
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However, the findings are consistent with the hypothesised pattern. It
established empirical support for the importance of the role of V A L U E S in
explaining variations in the degree of formalisation of the planning
processes. The findings imply at a high significance level, that V A L U E S
explain much variation in the degree of F O R M A L being practised by an
organisation. Even at low C O M P L E X T T , high V A L U E S firms have very
formalised planning processes and have the highest F O R M A L score
a m o n g the four groups. These results, in a limited way, are useful in
predicting the degree of formalisation of a corporate planning system.

6.4.1: Exploratory Analysis I - VALUES/Planning Linkages
A decision was made to explore further the relationship of VALUES
and selected planning variables considered of interest to this study. This
decision w a s prompted by the fact that V A L U E S would also be related to
other planning variables as w a s the case with F O R M A L . For this
exploratory analysis, three planning variables were selected, namely;
C O M P R E , P R O A C T and D E C C O M P . Because of time and resources
constraints, as well as the fact that these three planning variables are
among the most c o m m o n features of corporate planning systems, other
possible variables were not considered.
A n analysis of the VALUES-planning relationship indicates that
V A L U E S w a s also highly correlated to the planning variables. The results
are generally in line with hypothesis H5.1. Specifically, the results (Table
6-24) reveal significant positive correlations between V A L U E S and each of
the planning variables selected for this exploratory analysis. Interestingly,
V A L U E S correlated rather strongly with C O M P R E (r=.343, p <0.001),
P R O A C T (r=.254, p <0.05) and D E C C O M P (r=.250, p <0.05).

Table 6-24. Relationships between Managerial Values/Belief
and Planning Variables and Initial & Partial
Correlation: Results from Exploratory Analysis
Managerial Belief @
Planning
Variables

lnitial++
Results

Partial +
Correlation

.492 ***

.343***

01

Comprehensiveness

02

Proactiveness .346 ***

.254**

03

Decision comprehensiveness .456

.250**

Significant at .1
Significant at .05
XXX
Significant at .001
+
= True correlation coefficient
++
= Spurious correlations
@ = Top managers' belief in formalised
planning processes.
**

6.4.2: Exploratory Analysis II: Tests of Group Differences
Results from exploratory analysis I were further explored and tested
to see if there is a variation according to different VALUES level. A t-test
was computed to investigate also the congruence between VALUES and
each of the variables found earlier.
Table 6-25 presents the results obtained from the t-test. The data
shows significant group differences in COMPRE, PROACT and
DECCOMP (p < .001) between the high and low VALUES groups, thereby
confirming the congruence of the initial results in Table 6-24.
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Table 6-25. Planning Difference by V A L U E S level
An Exploratory Analysis II

Mean Value by
Values Level
P L A N N I N G VARIABLE

01: C O M P R E

Low(1)

High (2)

3.08
(37)

3.69
(122)

Statistical
Relationship
(t Value), df, p
-6.39, df 157,
p<.000

02: PROACT 3.34 3.82 -4.84, df 163,
(39)
(126)

p<.000

03: DECCOMP 3.37 4.54 -5.51, df 164
(40)
(126)

p<.000

Low
High
++
()

=
=
=
=

Against Formalised Planning
Note:
Favouring Formalised Planning Missing cases excluded.
1 -tailed probability t-test
Number of firms

6.4.3: Exploratory Analysis III: V A L U E S - F O R M P L A N & F O R M A L
T h e objective of this analysis w a s twofold: (1) to investigate the
extent of belief in formalised planning (VALUES) among top or senior
executives of those firms with 'a formal corporate planning unit (CPU)' as
compared to firms without 'a formal CPU'; and (2) to investigate whether
'VALUES & FORMPLAN' are independent of each other.
F O R M P L A N is a nominally measured variable which simply means
whether a firm has or does not have formal CPU. And FORMAL refers to

the degree or extent to which the firm relies on written reports, a planni
manual, and planning calendars to implement its planning activities. These
two variables do not mean the same thing, although it is expected that
they are strongly related, since most firms with a formal CPU would also
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have a high degree of formalisation. However, a firm without a formal C P U
m a y also have a high degree of F O R M A L and there are many large
organisations today which belong to this category (Ramanujam and
Venkatraman, 1987).
It was expected that, based on earlier findings, FORMPLAN and
V A L U E S would be related. F O R M A L A / A L U E S relationship was already
found to be highly related. This analysis also counterchecked the findings
from hypothesis H5.1 and H5.2.
Using a 2 x 2 contingency table a chi-square test was computed to
determine the V A L U E S / F O R M P L A N and V A L U E S / F O R M A L relationships.
Results from Table 6-26 reveal a chi-square of 26.33 significant at .001
level for the V A L U E S / F O R M P L A N relationship, and a chi-square of 29.15
significant at the .001 level for the V A L U E S / F O R M A L relationship.

6.4.4: Discussion of Findings
The results from the exploratory analysis reveal important findings.
They indicate that V A L U E S are strongly related to C O M P R E , P R O A C T
and D E C C O M P (see Table 6-24). This suggests that firms with high
V A L U E S are associated with a greater degree of planning comprehensiveness, proactivity, and deliberation in their decision making
processes. These findings suggest that knowledge of V A L U E S is
important in determining the possible extent of planning C O M P R E ,
P R O A C T , and D E C C O M P that C E O s choose. This model could help
planning systems designers in advising on the appropriate planning
characteristics an organisation should employ. Importantly, systems
designers would be able to advise on the suitability and compatibility of
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Table 6-26. F O R M P L A N & F O R M A L group differences by
V A L U E S An Exploratory Analysis

Planning Variable
Variable

Low VALUES
VALUES (N)

High VALUES
VALUES (N)

Chi
Square

df

P

FORMPLAN group 1
FORMPLAN group 2

4
36

71
55

26.33

1

***

FORMAL
FORMAL

9
20

85
16

29.15

1

***

group 1
group 2

*** Significant at .001
FORMPLAN group 1 = Having formal Corporate Planning Unit (CPU).
FORMPLAN group 2 = No formal CPU.
FORMAL group 1
FORMAL group 2

= Formalised planning processes.
= Informalised planning processes.

Low VALUES
High VALUES

= No belief that FORMAL benefits and a necessity.
= Belief that FORMAL benefits and a necessity.

the CEO concerned as the leader and chief strategist of the organisation.
The success of any organisation is partly explained by the V A L U E S
inherent in the CEOs.
T h e congruence between managerial V A L U E S and each of the
planning variables is also supported also by the results of t-tests which
indicate strong group differences in C O M P R E , PROACT, and D E C C O M P
between high and low V A L U E S groupings (see Table 6-25). The data
showed a consistently higher mean on each of the planning variables
among firms in the higher V A L U E S group. The data suggest that V A L U E S
partly explain these planning design features.
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The findings from exploratory analysis have provided answers on the
issue of whether the C E O s or senior executives of the firms surveyed classified by whether they have a formal C P U ( F O R M P L A N 1) or not
( F O R M P L A N 2) - would have a higher V A L U E S score. Results from
these analyses are helpful to future researchers in explaining why certain
organisations fail in their organisational planning. In the s a m e vein, the
findings also provide useful empirical data on the question of
independency between V A L U E S and the planning features selected for
the investigation. To an extent, it could also be used as a countercheck on
the consistency of result obtained from earlier hypotheses (H5.1 and
H5.2). In connection with this, the results significantly confirm that only
5.3% (N = 4) of the senior executives from F O R M P L A N 1 firms had a low
V A L U E S score (see Table 6-26). A set of interesting data surfaced from
the analysis which show that only 39.6% (N = 36) of the senior executives
from the F O R M P L A N 2 firms had a low V A L U E S score. These data
suggest that C E O s or senior executives from F O R M P L A N 2 firms m a y
have a high regard for formalised planning processes, thus explaining the
existence of formalised planning activities in some firms without a formal
C P U . This is consistent with the argument of R a m a n u j a m and
Venkatraman (1987). This is also consistent with the findings m a d e by the
author, in which a particular firm whose C E O was in favour of a formalised
planning approach tended to employ more formalised planning functions
in his firm. In his discussion with another C E O , the opposite prevailed. It is
worth noting that the environment perceived and the size of these firms
were not consistent with the characteristics of planning they adopted.
In the same vein, the data revealed that an overwhelming 90% (N =
36) of those who had a low V A L U E S score came from F O R M P L A N 2
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firms. Small difference was found between the high V A L U E S C E O s of
which about 5 5 % (N = 71) were from F O R M P L A N 1 group and 4 5 % (N =
55) from F O R M P L A N 2 group. Several interpretations could be generated
from these data sets. Firstly, there is a low probability that firms whose
C E O s or senior executives are against the benefits of formalised planning
would establish a special C P U in their organisations. Secondly, there is a
high probability that firms from the F O R M P L A N 2 group (those without
official C P U ) have more formalised planning processes. Further
interpretations could be made from these findings, but due to limitations of
this study, further analysis has not been attempted.
Results from this analysis have also showed significant differences
between firms in the low V A L U E S and high V A L U E S group and that both
V A L U E S and F O R M P L A N are significantly related (chi-square 26.33,
p < .001). Similar results were obtained from the relationship between
V A L U E S and F O R M A L (chi-square 29.15, p < .001). These findings
provide additional support to the findings for hypotheses H5.1 and H5.2.
The results suggest that firms with formal C P U would tend to have very
few C E O s w h o are against formalised planning, and that there is a
probability of firms without a formal C P U having formalised planning
processes.

6.5. Summary
This chapter presents the research findings. Included in these
findings is a discussion of the descriptive statistics gathered both from the
mail questionnaires and from the personal administration of the
questionnaires. Most of the findings reported were the result of hypothesis
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testing, but several of these findings were based on exploratory analyses
carried out to investigate more possible explanations of relationships
obtained.
Five major hypotheses of this research were tested using parametric
statistics, namely Pearson Correlational method, Partial Correlation
technique, analysis of variance A N O V A , Duncan's multiple range tests
and t tests. However, s o m e of the nonparametric tests such as chi-square
tests, Mann-Whitney U tests, and Kruskal-Wallis tests were performed to
check further results obtained from the parametric tests.
Results from the various statistical tests provided significant support
for most of the hypotheses, in particular hypotheses H1a/b, H2, H 4 and
H5. Partial support w a s obtained for hypothesis H3. Generally the results
supported the hypotheses that perceived complexity of the environment
(direct, indirect and internal sector) induced more planning and m a d e
planning less useful under high perceived environmental uncertainty. The
prediction that the indirect and internal sectors of the perceived environment do play a role in explaining planning variations, generally received
significant statistical support. Also, the empirical evidence presented in
this chapter confirms in general the prediction that organisational size and
managerial values are associated, and that knowledge of these contextual
factors m a y improve any recommendation of planning processes which an
organisation should employ. Results obtained from several exploratory
analyses were also consistent with the findings from hypothesis testing.
T h e s e results have several implications for strategic m a n a g e m e n t
researchers as well as corporate practitioners. The implications of these
findings are more fully discussed in Chapter Seven.

CHAPTER VII
C O N C L U S I O N S A N D IMPLICATIONS
7.1. Introduction
Chapter VI discussed the results of hypothesis testing and exploratory analyses. The summary of these findings is presented in this chapter
followed by discussion of the limitations of this research. In the concluding
sections of this chapter, discussions of implications for to strategic
management researchers and corporate practitioners alike will be
attempted.

7.2. Summary of Findings
This summary does not include findings obtained from the pilot
study, and the testing of instrument validity and reliability. Only those
findings pertaining to hypothesis testing and exploratory analyses are
included.
Basically, this research was conducted to address one main research
question; "How is the nature and extent of corporate strategic planning
processes and planning orientation affected by the environmental
conditions perceived as having an impact on the organisation?" Two major
dimensions, complexity and uncertainty, of perceived environment were
taken to affect the planning design features that an organisation would
probably employ. Two more contextual variables, organisational size and
managerial values, are assumed to be related to these planning design
features.
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T h e study w a s limited to the investigation of selected planning
variables, and tested via several hypotheses h o w these variables are
related to the contextual variables. T h e study w a s also carried out to
investigate the links between perceived environmental conditions, size,
values, and the selected planning variables. It did not purport to examine
causal links between these variables, it w a s one step further than a pure
descriptive study, being a combination of descriptive and analytical.
In the testing of hypotheses several statistical m e t h o d s were
employed. Because of the normal distribution of the data, mainly parametric statistics were employed, although a few nonparametric statistics
were also used. These statistics were used to test the five major hypotheses. Several sub-hypotheses were also tested.
T h e results from the statistical testing produced intriguing data.
Above all, results were supportive of most of the hypotheses. Generally,
the empirical evidence revealed the following:
1. Perceived complexity of the total environment w a s strongly and
positively related to all planning variables included in the testing
model;
2. Perceived complexity of both direct, indirect and internal
complexity w a s found to be strongly related to all but one
variable;
3. There are significant group differences of selected planning
variables between low and high complexity level;
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4. There are strong and significant positive relationships between
organisational size, and significant differences in selected
planning variables between small, medium, and large firms;
5. There are strong and significant positive relationships between
managerial values and formalisation of planning processes;
6. There are significant group differences in the formalisation of
planning between low and high managerial values;
7. There is a higher degree of formalisation of planning among firms
with high managerial values irrespective of complexity level.
However the highest degree of formalisation occurs under high
complexity and high values;
8. There is a lower degree of formalisation of planning among firms
with low managerial values, irrespective of complexity level;
9. There are negative relationships between perceived environmental uncertainty (total environment) and all planning variables
(except planning review frequency);
10. There are negative relationships between perceived direct
uncertainty and the degree of formalisation and comprehensiveness of a planning processes, and frequency of internal and
external information search;
11. There are positive relationships between perceived direct
uncertainty and three planning variables, analytical techniques
used, resources used, and planning horizon;
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12. There are negative relationships between perceived indirect
uncertainty and technique use, planning horizon, internal
information source, internal focus and planning proactiveness;
13. There is a positive relationship between perceived indirect
uncertainty and planning review frequency;
14. There are negative relationships between perceived internal
uncertainty and techniques used, resources used, planning
horizon, external and internal information search, internal focus
and planning proactiveness.
15. There are positive relationships between organisation size and all
(except two) planning variables;
16. There are significant group differences in all but three of the eight
selected planning variables as between small, medium and larger
firms.
Generally, the findings were supportive of most of the major
hypotheses. The rather controversial hypothesis on perceived uncertainty
and planning relationship received partial significant support, though most
of the findings were in the predicted direction. Possible alternative
explanations of each of the contradicted findings were provided in order to
understand more about the different relationship behaviours found. These
findings which contradicted current theory (Ansoff, 1965; Steiner, 1969)
and empirical studies (Lindsay and Rue, 1980) will hopefully be able to
shed more light on several contradictory findings of past empirical studies
(Lindsay and Rue, 1980; Rhyne, 1985; Grinyer etal. 1986; Koberg, 1987).
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Several exploratory analyses were carried out and results found were
consistent with the theoretical framework of this study. The results also
indicate that managerial values are also strongly associated with
comprehensiveness of planning processes, planning proactiveness and
comprehensiveness in decision making processes. Further analyses
revealed that there were significant differences a m o n g these variables
between firms with high values and low values. Interestingly, the results
indicate that there is a high degree of formalisation, planning comprehensiveness, proactiveness and decision making comprehensiveness among
firms with high values, irrespective of the environmental complexity
perceived by their senior executives. This suggests that the managerial
values of senior executives m a y have a forceful impact on the extent of
these planning design features. With these findings, the role and
influence of managerial values on organisational structuring is empirically
confirmed. This supports past conceptual and empirical studies on the
effects of related variables on organisational behaviour.
The findings of this study have provided support to the contingency
approach in organisational systems design. This is also in line with
Lorange arguing that "it s e e m s as if a contingency-based approach
toward the design of formal planning systems is necessary in order to
achieve more effective systems" (1979). The findings also support the
view of the advocates of contingency approaches w h o have identified
factors such as size, management style, and environmental conditions
(Steiner, 1969; Lorange, 1977) as important considerations in the design
of corporate planning systems. To some extent, the findings contribute to
the rather scanty contingency/environment/planning relationship theory.
A s Lindsay and Rue have argued (1980),
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". a significant amount of theoretical development has been
done in the areas of contingency and strategic planning, but
much remains to be done in empirically testing the
propositions developed by those theorists."
Rather importantly, the findings have revealed that the indirect and
internal sectors of the environment whose empirical importance has been
ignored are strongly associated with the planning features adopted by
organisations. In general the relationships were found to be fairly similar
with varying levels of empirical support from fairly strong to very strong.
This study was undertaken with limitations faced by the researcher,
and therefore the findings are not universally conclusive but should be
accepted as tentative, subject to more replication and further investigation,
as discussed in the next sections.

7.3. Limitations of the Study
The framework developed for this study was mainly based on
borrowed concepts from organisational theory (OT) and strategic
management theory (SMT). It was designed after taking related ideas from
O T and S M T and generating an integrative theoretical framework. The
framework covered in Chapter Four does not represent a comprehensive
contingency-based corporate strategic planning system. It only covers a
certain portion of this, mainly concerned with the relationship between four
contingency/contextual factors: environment complexity; uncertainty;
organisation size; and managerial values. In reality, there are numerous
other factors which are related to, and have an impact on, corporate
strategic planning systems. In this study these factors w e r e not
considered, and neither were other aspects of corporate planning
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systems. Hence, it is essential that this study and its findings should be
evaluated with consideration of these limitations.
Several possible contextual factors that have been suggested as
having a possible effect on planning systems are; size/diversity and age of
planning system itself, industry type, company's corporate atmosphere
(Lorange and Vancil, 1977), organisation design itself (Nathanson,
Kazanjian and Galbraith, 1977), and other characteristics of the
environment, e.g. munificence/resource scarcity (Dess and Beard, 1984;
Lawrence and Dyer, 1983; Rhyne, 1987), routineness (Tung, 1979),
technology (Litschert, 1968), product/market diversity and/or geographic
diversity and multicultural factors (Schendel, 1977). Numerous studies
have been carried out on these factors and their impact on organisation.
This study could be extended to cover s o m e , if not all, of these
contingency factors and investigate their relationship with planning
parameters.
Secondly, the sample population on which this study focussed was of
private enterprises which are profit orientated. It could be expanded to
cover the public enterprises (PEs) and investigate how and to what extent
environmental complexity, uncertainty, size, and managerial values are
related to the various planning parameters. The results would be useful
both to academic researchers and practitioners in P E s as well as
government policy makers and economic planners in Malaysia. Already
there is a reliable database on the various planning characteristics of
Malaysian PEs generated from an extensive field survey from 1984 -1988
( M o h a m m e d , 1988). Given the exploratory nature of his research, that
study was rather descriptive in nature without rigorous analysis of the role
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and influence of environmental and organisational factors. The framework
of this study could be extended to similar organisations covered by
M o h a m m e d or alternatively to other PEs in Malaysia.
Thirdly, although every effort w a s m a d e to help achieve a high
response rate to m a k e the research findings as representative as
possible, the final response rate of 2 2 . 2 % w a s considered as only fairly
satisfactory. T h e total sample obtained after regrouping into different
subsets became too small for rigorous statistical analysis, since they were
no longer a good representation of the total population. While it is realised
that high response rate from Malaysian private enterprises is difficult,
though not impossible, to achieve, a higher response rate could have
been achieved given unlimited time, resources, and support from various
organisations. For this reason, the findings should also be evaluated in the
light of this limitation. Perhaps this limitation has been s o m e w h a t
compensated for by the comprehensive and psychometric investigation of
the instruments' validity and reliability.
Although several of the measuring instruments were adopted and
reliably tested by their originators, psychometric investigation of all multiitem measures w a s performed to ascertain that they were valid and
reliable. T h e results reveal high reliability and validity m e a s u r e s
suggesting a reduction of any threat to the internal validity of the research
findings and measurement errors. High instrument reliability and validity
increases confidence in the research findings. This m a y be m o r e
important than having a high response rate with suspected measuring
devices.
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T h e fourth limitation of this study could be categorised as the selfreporting method of data collection, based on a full reliance on responses
from structured questionnaires. Although self-administered data collection
m a y have advantages over interviews, this method also has its o w n
weaknesses, including response bias and, importantly, misperception.
This study, therefore could be expanded to combine both self-reported
and personal interviewing of respondents. Although this m a y again be
difficult to attain, given time, resources and other support, such an
approach m a y be possible and more effective.
Issues pertaining to the number of respondents per firm is the fifth
limitation of this study. Although every effort w a s taken to motivate more
than one senior executive to respond to the questionnaires (about 1,000
sets were forwarded to 860 firms), only very few attempted to do so. Since
corporate planning decisions are done by C E O s and/or senior executives,
it m a y be considered that a single respondent (CEO/senior executive) by
virtue of his/or position and high integrity m a y not pose a possibility of
response or function bias. Nevertheless, future extension of research
should collect data from a number of different functions and hierarchical
levels within organisations so as to ensure complete representation of the
data.
The sixth limitation concerns the time of data collection. Due to the
impossibility of a doctorate researcher undertaking a longitudinal study,
the cross-sectional study w a s the best alternative available. This
produces limitations in the study in terms of causation. Given the crosssectional approach in data collection, it is very difficult to determine with
accuracy the causal direction of the relationships found. Perhaps the
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partly exploratory nature of the research m a y not be appropriate for the
study of causation without in-depth knowledge of the relationship between
the variables investigated. This study has, however, investigated the
relationships between the various variables. Nevertheless, the database
generated from this research is useful to future longitudinal studies of the
corporate planning systems of Malaysian firms, and is also useful to future
longitudinal studies outside Malaysia.
The heterogeneous mix of firms included in this study m a y be one of
the limitations of this study. Although heterogeneous sampling m a y
improve the chance of generalisability, it has one drawback in that it m a y
reduce the likelihood of finding statistically significant relationships.
Importantly, the findings cannot be specific for a particular subset of the
population. Perhaps heterogeneous sampling m a y be appropriate for part
exploratory investigation like this o n e before m o r e specific a n d
specialised studies are carried out. Nevertheless, future research in this
area could overcome this limitation in order to arrive at better corporate
planning situational designs.
The final limitation of this study is its focus on the perception of CEOs
and/or senior executives of most of the variables investigated. Although
the study w a s structured to investigate the perceived environment/
planning linkages as rationalised in Chapter T w o and Four, problems of
inaccurate perception and reporting m a y have arisen. It w a s beyond the
limits of the study to investigate the perceived environment-objective
environment fit. Nevertheless, the problems of too m u c h reliance on selfresponded data should be noted. T h e findings, therefore, should be
evaluated in the light of these limitations.
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7.4. Implications of the Research
The purpose of this research is to improve understanding of the
relationship between perceived environmental complexity/uncertainty and
several planning characteristics selected for this investigation. This
research w a s motivated by well-established views of strategic
m a n a g e m e n t theorists and by the empirical findings of organisational
theorists of organisational adaptation under varying environmental
conditions. S M T researchers have expressed the view that the central
tenet in strategic management is that senior or top executives ensure a
continuous congruence between environmental conditions and organisational capabilities and resources so as to achieve effectiveness. In line
with this, conceptual and empirical O T studies suggest that successful
organisations continuously adapt themselves to the complexity and
uncertainty of the environment through differentiation and integration.
Guided by these two basic frameworks, a more comprehensive
theoretical framework w a s formulated which concerned environment/
organisation (planning) linkages. Included in the framework w a s organisation size and managerial values of their relationship to planning characteristics. Because existing theory of these linkages is rather limited with
several contradictory findings, there being only scanty studies thus far, this
research is considered important in its own right.
This research also provides further refinement of the existing
contingency approach planning systems design and sheds light on
existing environment/contextual-planning theoretical linkages.
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Findings from the various hypotheses and exploratory analyses
reveal rather strongly that there are indeed close relationships between
perceived environmental conditions, size/managerial values, and the
various features of corporate planning. These findings are in line with S M T
environment-organisation congruence concepts and O T adaptation
concepts. Specifically, the results significantly confirm the prediction that
perceived complexity/uncertainty of the indirect and internal sectors of the
environment (non-task categories) are related to characteristics of
planning employed by an organisation. Generally, it reveals that perceived
complexity, size, and values are positively related to almost all planning
variables. O n the other hand, negative relationships to most planning
variables were found. Taking them together, one important question is
raised. W h a t do they m e a n for strategic m a n a g e m e n t scholars and
corporate decision makers and practitioners? The next sections address
this question.

7.5. Implications and Suggestions for Future Research
There are several implications for future research in this particular
area. Results obtained from this study give rise to a number of important,
unanswered questions. Before these questions are addressed, a review of
earlier findings is necessary.
The hypotheses H2a, H2b and H2c confirmed that perceived
complexity of the direct, indirect and internal environment is positively
related to the nine planning characteristics tested. Also, s o m e of the
planning characteristics selected are strongly related to two m o r e
contextual factors, i.e. organisation size and managerial values. Similarly,
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hypothesis H1 reveals a strong relationship between the total/overall
perceived complexity and planning variables. Consistent with a priori
expectations, most of the planning characteristics are negatively related to
the three sectors of the perceived environmental uncertainty (PEU). The
analyses only addressed environment/contextual-planning relationships.
Another limitation of this research is the role and importance of each
of the environmental components/factors (e.g. customers, competitors,
economies, and technology) in corporate planning design. Although these
components were included in this research, lack of resources and time
impeded the computation of such analysis. All analyses on environmental
variables were based on aggregated scores derived from the conceptual
framework.
Although the findings have provided useful empirical evidence on the
nature and extent of these linkages, they have not provided other
important but critical data which could further facilitate effective design of
planning systems. The first unanswered question concerns the relative
influence of the various contextual factors on each of the planning
characteristics chosen for this investigation, as well as the question of the
percentage of variance for each of the planning variables explained by
these contextual factors. Answers to these questions would further
strengthen the existing model, thus enabling future researchers to proceed
towards m o r e advanced research questions in order to arrive at a
completely integrated planning model. This would also help to m a k e this
model m o r e useful to corporate practitioners. Therefore, a natural
extension of this research would be the following:
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1. To investigate further similar linkages to determine the relative
importance of the five contextual factors (direct, indirect and
internal complexity, size and values) for each of the planning
variables.
2. To investigate the role and the relative influence of the
environmental factors selected (e.g. customers, competitors,
technology, economics, etc.) over variation in each of the
planning features adopted by organisations.
Knowledge of the relationship between planning characteristics and
both environmental complexity and uncertainty is indeed essential to the
development and formulation of a complete integrated corporate strategic
planning model. This knowledge alone is insufficient to address such a
question as: "What characteristics of planning does it take to deal with
different combinations of environmental conditions?" Behind this question
lies the reality that organisations do not operate in, and respond to, only
one environmental dimension. Logically, the design features which an
organisation should employ depend very much on the combined effects of
environmental conditions. The findings of such an investigation would no
doubt be useful to future researchers and practitioners alike. T h e data
analysis did not examine combinations of environmental dimensions (i.e.
complexity and uncertainty). While the researcher appreciated the
importance of such an analysis, the relatively small size of the sample (in
each combined cell) did not permit such an analysis. Therefore, the logical
extension of this research would be to address this issue.
The exploratory analysis of planning differences by complexity level
of different organisational size was very limited in terms of the size of the
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sample in each cell. To an extent, it inhibited statistical analysis. However,
the data from such analysis has provided good research avenues.
Tentatively, the results (review Table 6-6) reveal that the degree of
planning features is not constant over the range of organisational size for
firms perceiving low complexity. Interestingly and surprisingly, with the
exception of formalisation of planning ( F O R M A L ) , the degree of other
planning variables is more or less similar. S o m e explanations were
provided in this thesis but they must be treated as tentative and subject to
further refinement and analysis. Nevertheless, these interesting but
intriguing patterns give rise to several specific propositions that can be
refined and tested in future research. They are:
1. T h e importance of perceived complexity to the degree of
formalisation of planning processes is monotonic over the range
of organisational size;
2. Formalisation of planning will be more associated with perceived
complexity in larger firms;
3. Formalisation of planning will be less associated with perceived
complexity in smaller firms.
4. The importance of perceived complexity on the degree of
comprehensiveness in decision making ( D E C C O M P ) is
monotonic over the range of organisational size;
5. DECCOMP will be associated with perceived complexity in larger
firms;
6. DECCOMP will be less associated with perceived complexity in
smaller firms.
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Propositions for the other planning variables m a y be possible to
formulate from the data of Table 6-6, but the rather inconsistent data make
it much more difficult for reliable prediction. Therefore, one possible
extension of this research is to refine this finding through having larger
samples in each cell so as to permit better analysis.
The findings from hypothesis H5.3 revealed very interesting data
providing support for this hypothesis. The data shows the m e a n for
formalisation of planning ( F O R M A L ) is not constant over the range of
complexity level at given V A L U E S level. It provides good empirical
evidence that the effect of V A L U E S on the degree of F O R M A L is
monotonic over the range of perceived complexity level. In other words,
this suggests that V A L U E S still play an important role in explaining
variation in the degree of F O R M A L , irrespective of the complexity level.
Similarly, the results from an exploratory analysis confirm that three other
planning variables, namely C O M P R E , P R O A C T and D E C C O M P were
also found to be very strongly associated with VALUES. No attempt was
made to explore whether there is any variation in the effect of V A L U E S on
these variables over low and high complexity level. However, the data
gives rise to more propositions that could be explored by future
researchers. These are:
1. The influence of VALUES on the degree of COMPRE, PROACT
and D E C C O M P is monotonic over the range of perceived
complexity;
2. Degree of COMPRE, PROACT and DECCOMP will be
associated with higher perceived complexity;
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3. Degree of C O M P R E , P R O A C T and D E C C O M P will be less
associated with lower perceived complexity.
Another interesting extension of this research concerning the role of
V A L U E S is to investigate the differences in corporate planning systems
design, given the differences in V A L U E S (high and low), when the firms
are categorised into small, medium, and large firms. T h e object is to
examine whether the influence of V A L U E S on planning systems design
would be monotonic or nonmonotonic over the range of organisational
size. In parallel to this, future researchers might investigate the degree of
association between V A L U E S and various planning variables for three
different size categories, i.e. small, medium, and large firms. Data from
this research would add more strength to the development of an
integrated corporate strategic planning model. It would also be very useful
to corporate practitioners in the design of an effective corporate planning
system.
Another possible future extension of this research concerns planning
systems effectiveness. The findings from the data do not provide answers
to issues of systems effectiveness. O n e would expect congruence
between contextual factors and planning to increase the chance of higher
effectiveness, which in turn would lead to organisational effectiveness.
Three aspects of planning systems effectiveness for future researchers to
look into are; improvement in system capability; degree of objective
fulfillment; and, relative competitive performance ( R a m a n u j a m and
Venkatraman, 1987). These researchers have looked into the influence of
planning design features on the effectiveness of planning systems without
investigating the various contingencies that have an impact upon the
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systems features. T h e findings from this research complete the
contextual - planning-systems effectiveness linkage. Future research can
investigate the conditions under which planning features could be more
effective. Alternatively, future research could identify appropriate
planning system designs for higher effectiveness and organisational
performance, given the environmental conditions facing a firm.
This research focussed on the impact of perceived environment on
organisational characteristics (planning). It is based on the assumption
that environmental conditions perceived by decision makers are similar to
the objective environment. It was not designed to determine whether what
they perceived w a s the s a m e as the objective environment. There is no
doubt that the perception of decision makers greatly influences their
decisions on organisational systems and structuring. These decisions are
translated into actions which explain the level of organisational
effectiveness. Studies have shown that organisational effectiveness is
largely the function of real and perceived environmental mismatch
(Bourgeois, 1985). In his study, Bourgeois found that the congruence
between these two variables explained over 3 0 % of the variance in
economic performance of the firms studied (p. 561). Relying on this
concept, this study could be extended to include an investigation of the
impact of environmental mismatch on planning/performance relationships.
It was mentioned in the section on research limitations that several
variables and measures were not included in this research. It w a s also
explained that these variables also play an important role in explaining
s o m e of the variation in planning design. A natural extension of this
research is to include some, if not all, of the explanatory variables.
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Contextual variables such as technology, corporate diversification, and
maturity of the corporate planning system have been conceptualised and
investigated by other planning researchers (Steiner, 1969; Lorange and
Vancil, 1977; Calingo, 1984). Future researchers could possibly look into
the differences in the planning design features of firms from different
technology levels, given the environmental conditions. Alternatively, they
could investigate the planning features required under different environmental conditions, given the technology level of the firms.
Finally, the need for longitudinal research in this area is important in
the determination of causal direction of the environment/contextualplanning relationships. Data from cross-sectional investigation does not
facilitate causal linkage analysis, although it may be possible through the
use of techniques such as path analysis (Venkatraman and Ramanujam,
1987). A longitudinal study would also be useful to determine the leads
and lags in strategy formulation processes as well as revealing the
synoptic, formal vs logical incrementalist character of the planning
systems under examination (Calingo, 1984). O n e possible extension to
this research would be to undertake a longitudinal study which would
provide data at two or more time points. Results from these investigations
would, without doubt, enhance our understanding of the integrative design
of a corporate strategic planning system.

7.6. Significance of the Study
The findings of this study are significant to a variety of fields and
subparts of those fields. These areas are as follows:
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Strategic Management
This study is useful in extending the concept of strategic
m a n a g e m e n t to organisations that operate under diverse and varying
environmental conditions, different organisational size and managerial
values/belief. T h e research has demonstrated that there are strong
linkages b e t w e e n the direct, indirect and internal sectors of the
environment and the features of planning that organisation employs.
The findings also demonstrated that planning features are strongly
related to both organisational size and the managerial values/belief
towards the planning systems.

Strategic Planning for Practitioners
As for Malaysian strategic planning practitioners, the study will be
highly useful by helping them to further their understanding of the strategic
management process and h o w features of planning to be employed are
related to the complexity and uncertainty of their operating environment.
The research would also aid this group in evaluating their commitment to
funding and developing a formal strategic m a n a g e m e n t system especially in light of its potential effectiveness.
In view of this, Malaysian strategic planners would be made aware of
the importance of environmental factors. A s the country's dependence on
agricultural sector is shrinking, the planners would have to be more critical
and micro in their environmental analysis.
Similarly, in Malaysia'a overall desire to strive towards industrialisation, it has to be selective in its search for opportunities. Would it be the
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vast U S A / E E C market, or is it China, Vietnam, Cambodia or the new
independent countries of the former Soviet Union? The research result
would reiterate that markets have different kinds of potential.

Academia and Researchers
Research on strategic planning in Malaysia is rare. The results
provide new avenues that may be explored. Unique to Malaysia would be
the difference in strategic planning in companies that are transnational, of
medium and large size, monopolised by different racial group, and those
that are sustainable and non-sustainable. The results can be used to
develop a m o r e comprehensive base of knowledge by extending
academicians' and researchers' understanding of strategic management.

Students
Students would be enriched by examining a dynamic subject that is
beginning to gain popularity in Malaysian higher learning and research
institutions. The study would allow students to examine the complexities
of this subject. This exposure could possibly redirect or broaden a
student's career interest.
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APPENDIX I
LIST OF FIRMS WHICH PARTICIPATED IN THE
PILOT STUDY

List of firms which participated in
Pilot Study
1. Arab Malaysian Merchant Bank Berhad.
2. Bank Bumiputra Malaysia Berhad.
3. United Malayan Banking Corporation Berhad.
4. Bank Industri Malaysia Sdn. Bhd.
5. Bank Kerjasama Rakyat Malaysia Bhd.
6. Southern Bank Berhad.
7. Bank Pertanian Malaysia.
8. Public Bank Berhad.
9. Hongkong and Shanghai Banking Corporation.
10. Utama Wardley Berhad.
11. Kewangan Usaha Bersatu Berhad.
12. Bumiputra Merchant Bankers Berhad.
13. Malaysian Development Finance Berhad.
14. Bank Islam Malaysia Berhad.
15. Petroleum Nasional Berhad (PETRONAS).
16. Shell Malaysia Trading Sdn. Bhd.
17. Esso Production Malaysia Incorporated.
18. Perwira Ericsson Sdn. Bhd.
19. Pernas N E C Telecommunications Sdn. Bhd.
20. Syarikat Talikom Malaysia Berhad.
21. U M W Corporation Berhad.
22. P R O T O N Sdn. Bhd.
23. Edaran Otomobil Nasional (EON) Sdn. Bhd.
24. UMW-Toyota/Sejati Motor Sdn. Bhd.
25. Federal Auto Holdings Berhad.

26. Malaysia Transformer Manufacturing Sdn. Bhd.
27. Malaysian Oxygen Berhad.
28. Guiness Malaysia Sd. Bhd.
29. Fraser & Neave (Malaya) Sdn. Bhd.
30. Kumpulan Fima Berhad.
31. Ganda Oil Industries Sdn. Bhd.
32. RJ Reynolds Sdn. Bhd.
33. Arab Malaysia Development Berhad.
34. Kamunting Industries Berhad.
35. Malaysia Mining Corporation Berhad.
36. Sime Darby Berhad.
37. Avon Cosmetics (M) Sdn. Bhd.

APPENDIX II
INTEGRATIVE MODEL OF ORGANISATIONAL
ADAPTATION & INTEGRATION UNDER
COMPLEX/DIVERSE & UNCERTAIN ENVIRONMENT
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APPENDIX III
CORPORATE STRATEGIC PLANNING CHARACTERISTICS
IDENTIFIED FROM LITERATURE
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A P P E N D I X III
Corporate Strategic Planning Design Characteristics
Identified from Literature

Planning Characteristics

Support from literature

A. Processes
1. Formality of planning process

Steiner, 1979; Grinyer et al. 1986; Camillus, 1981; Rhyne, 1987

2. Completeness of planning process

Steiner, 1979; Rue, 1973; Lindsay and Rue, 1980.

3. Sophistication of planning

Rhyne, 1985; Odom and Boxx, 1988

4. Comprehensiveness of planning
process

Camillus, 1981; Eliasson, 1976; Schendel, 1976.

5. Planning focus for line managers

Lorange and Vancil, 1976.

6. Participation in planning among
line and middle managers

7. Organisational structure for
corporate planning

King and Cleland, 1978; Lorange, 1979; Steiner, 1979;
Grinyer etal. 1986.

King and Cleland, 1978.

8. Proactiveness (i.e highly rationalise
Andrews, 1971; Ansoff, 1965; Lorange and Vancil, 1977;
process) in planning
Steiner, 1979; Frederickson and Mitchell, 1984.
9. Comprehensiveness (i.e. highly
deliberative) in decision making

Janis and Mann, 1977; Frederickson and Mitchell, 1984;
Frederickson, 1984.

10. The communication of corporate
goals

Lorange and Vancil, 1976.

11. The communication of corporate
strategy

Schendel, 1976.

12. Environmental scanning efforts

Lorange and Vancil, 1976; King and Cleland 1978;
Chakravarthy, 1987.

13. Depth of analysis

Steiner, 1976.

14. Scope of planning

Grinyer etal. 1986.
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(Continued
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APPENDIX I
Corporate Strategic Planning Design Characteristics

Planning Characteristics

Support from literature

B. Organisational and Design Aspects
1. Role of planners

Lorange, 1979; Lorange and Vancil, 1976.

2. Size of planning unit

Henry, 1979.

3. Resources provided for planning

Ramanujam and Venkatraman, 1987; Ramanujam, Venkatraman
and Camillus, 1986; Chakravarthy, 1987.

4. Resistance to planning

Ramanujam and Venkatraman, 1987; Ramanujam, Venkatraman
and Camillus, 1986; Chalravarthy, 1987.

5. Role of the Chief Executive Officer
6. Evaluative and analytical
techniques used to aid planning

7. Functional coverage and integration

C

Steiner, 1979.

Grant and King, 1979; Hofer and Schendel, 1978; Hax and Majluf,
1984; Ramanujam Venkatraman, 1987; Grinyer etal. 1984,
Lorange, 1980; Hitt, Ireland and Palia, 1982.

Timing, Orientation and Linkages

1. Frequency of planning review/
appraisal

Henry, 1967; Grinyer et al. 1986; Lindsay and Rue, 1980;
Tung, 1979.

2. Time horizon

Steiner, 1979; Ansoff, 1965; Eliasson, 1976; Tung, 1979.

3. Focus on creativity or control

Lorange and Vancil, 1977; Camillus, 1975.

4. External focus of corporate planning

Fahey and King, 1977; Keegan, 1974; Ramanujam and
Venkatraman, 1987.

5. Internal focus of corporate planning Camillus and Venkatraman, 1984; Lorange and Vancil, 1977;
Ramanujam and Venkatraman, 1987.
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A P P E N D I X III
Corporate Strategic Planning Design Characteristics
Identified from Literature

Planning Characteristics

6. Internal information sourcing

Support from literature

Aguilar, 1967; Fahey and King, 1977; Keegan, 1974; Rhyne, 1985.

7. External information sourcing

-As above (6)-

8. Regularity of information search

Fahey and King, 1977.

9. Its adaptive aspects

Lorange, 1980; Rhyne, 1985; 1987.

10. Its integrative aspects

Eliasson, 1976; Lorange, 1980; Rhyne, 1985; 1987.

11. Its attention on resource audit

Grant and King, 1982; King and Cleland, 1978.

12. Its content linkage

Calingo, 1986.

13. Its structure linkage

Calingo, 1986.

14. Its process linkage

Calingo, 1986.

15. Linkage of planning and budgeting

Lorange and Vancil, 1977; Steiner, 1979.
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: MEASURING INSTRUMENTS USED DURING
FINAL SURVEY
: SUPPORT LETTER FROM UNIVERSITY
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There is NO page 318 in original document
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Code Number

Confident!®]

For Statistical
Purpose Only

THE UNIVERSITY OF WOLLONGONG
(N. S. W. , AUSTRALIA)

Survey Instrument
for
Chief Executive
and/or
Chief Corporate Planner

INSTRUCTIONS

1. The term Chief Executive refers to a person who is the most senior executive in the
company e.g.MD, ED, G M or C E O . The term Chief Corporate Planner refers to a
person w h o heads the department/function dealing with corporate planning/business
development e..g. Corporate Planning/Business Development Manager, or
Corporate Planner.
2. If a firm does not have a formal Corporate Planning Department, this instrument
could be filled in by the Chief Executive.
3. Please circle as shown: 12 3 4 5

4. If in your opinion any of the questions is not applicable, simply indicate by circling "8"
as shown:

1 2

3

4

5

8

5. All information provided will be treated in the strictest confidence.
6. A copy of the summary of this research will be given free to responding firms.
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GENERAL SURVEY INSTRUCTIONS
Most of the questions ask you to circle one of several numbers that appear on a scale to
the right of the item. You are to choose the number that best matches the description of
h o w you feel about the item. For example, if you were asked to describe the level of
emphasis of the following factor,
No Strong
Emphasis

Emphasis

*Control of operating costs 12 3 4 5
and you believe that the response which described your view was "strong emphasis",
then you would circle number 5.
Be sure to read the response choices before choosing and marking your answers. If you
believe that you do not have enough information to answer s o m e of the questions, I ask
that you answer as best as you can, based on the information that you do have. If none
of the choices seems strictly appropriate, please choose the one that comes closest to
your feeling or opinion.
This questionnaire is part of a doctoral study to examine the role and the impact of
variation in environmental complexity and volatility on the design and use of corporate
strategic planning systems by Malaysian firms. The findings of this research should be
useful to Malaysian firms. I believe that with your assistance, this study can help our
Malaysian firms perform and develop their corporate strategic planning systems more
effectively. A copy of the summary of this research will be released if you indicate your
interest at the end of this questionnaire.
It is estimated that it should take about 35 minutes of your time to complete this
questionnaire. I would like to assure that the information provided will be treated in the
strictest confidence. Your response will be entered in a coded form and in no instance
will a company be identified as having given a particular response.
Thank you for your co-operation. Please use the enclosed post paid 'self-addressed'
envelope for your reply.
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PART A: ENVIRONMENTAL CONDITIONS
The purpose of the following set of questions is to obtain information on the external and
internal environments in which your firm operates. In answering each question, please
circle the number which best reflects your views.
The following is a list of factors (or environment components), some of which might be
considered as your firm formulates corporate strategic plans and strategic decisions.
Each factor is accompanied by an illustration which has been provided as an aid to help
you understand the kind of things which make up the factor.
COMPETITORS factors include the firms and products that compete with your firm's
products, and companies that make substitute products. Also refers to competitive tactics
and actions between your firm and the other competing firms in your industry.
SUPPLIERS factors such as supplies of parts, subassemblies, services, equipment,
delivery reliability, their pricing level, supply of labour, etc.
CUSTOMERS factors refer to those companies or individuals that purchase the products
m a d e by your company; also includes distributors of your products/services, actual users
of your products.
GOVERNMENT REGULATIONS factors such as policies, procedures, regulations,
licensing, government's new economic policy (NEP), etc.
ECONOMIC factors such as changes in the index of leading economic indicators, interest
rates, government fiscal and monetary policy, rate of inflation, stock market, foreign trade
balance, etc.
TECHNOLOGY factors such as technological requirements in your industry,
improvements and developments of n e w products/services by implementing n e w
technological advances, methods in your industry, how much is spent on R & D in general,
etc.
POLITICAL factors such as type of political party running the country, political stability,
climate, and political voting seasons etc.
LEGAL factors such as laws governing the industry/business, statutes and laws affecting
business in general such as anti-trust law and relevant court decisions.
SHAREHOLDERS factors such as who they are, the size of their holdings, their
expectations regarding your firm performance, etc.
PUBLIC INTEREST GROUPS factors such as their memberships, strength, their
positions on issues related to the industry and business in general, their political views
and attitudes toward your industry, etc.
BUSINESS INTEREST GROUPS e.g. their policies regarding the industry and issues
related to the business industry.
DEMOGRAPHIC factors such as the changing make-up of the work force, changes in
population within your industry.
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P R O D U C T / S E R V I C E Q U A L I T Y factors such the firm's past/present/future product or
service quality level as compared to market needs and that of its competitors.
MANAGEMENT INFORMATION SYSTEM factors i.e. the firm's information system as
regards systems adaptation, capability and reliability.
STAFF AND MANAGERIAL CAPABILITY concerns with capability, efficiency, quality,
personality and leadership style.
OPERATIONS AND/OR ENGINEERING CAPABILITY factors such as the capability of
operations and/or engineering/manufacturing in producing high quality products and/or
services at the lowest cost possible, systems design capability, etc.
DEFINITIONAL factors such as firm's public image, basic strategy/mission, key
weaknesses, distinctive competence, etc.
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Q.1. W h e n strategic plans are being formulated, or critical decisions are being made, s o m e of the following
factors m a y have to be taken into account. Indicate how important a consideration each of the following
factors is in influencing the outcome of the important decisions that are m a d e by m e m b e r s of the senior
management group in your firm (Please circle the number which best reflects your views).
Not
Environmental Factors

Important
At all

Competitor
Supplier
Customers
Government Regulation
Economic
Technology
Political
Legal
Shareholders
Public Interest Groups
Business Interest Groups
Demographic
Product/Service Quality
Staff & Managerial Capability
Operations &/or Engineering Capability
Definitional

Slightly
Important

Important

Very
Important

Extremely
Important

Not
Applicable

2
2

3
3

4
4

5
5

8
8

2
2
2
2
2
2
2
2
2
2
2
2
2

3
3
3
3
3
3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4
4
4
4
4
4

5
5
5
5
5
5
5
5
5
5
5
5
5

8
8
8
8
8
8
8
8
8
8
8
8
8

Q.2. This question attempts to assess the complexity of the environmental factors which are taken into
consideration by your firm in the planning process and decision making. 'Complexity' here refers to the
number of factors and elements of the environment (internal and/or external) involved in decision making,
Each of the following factors listed below is likely to differ in terms of how simple or complex it is. Please
indicate h o w complex each factor is in your view, by circling a number which best reflects your views.

Not
Environmental Factors
Competitor
Supplier
Customers
Government Regulation
Economic
Technology
Political
Legal
Shareholders
Public Interest Groups
Business Interest Groups
Demographic
Product/Service Quality
Staff & Managerial Capability
Operations &/or Engineering Capability
Definitional

Extremely
Not
Complex Applicable

At All
Complex

2
2

3
3

4
4

5
5

8
8

2

3
3
3
3
3

4
4
4
4
4
4
4
4
4
4
4
4
4

5
5
5
5
5
5
5
5
5
5
5
5
5

8
8
8
8
8
8
8
8
8
8
8
8
8

2
2
2

2
2
2
2
2
2
2
2
2

3
3
3
3
3
3
3
3
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Q.3. This question is designed to assess the 'uncertainty' of the environmental factors as perceived by your
firm over the last 3-5 years. Uncertainty here refers to the extent to which organisational decision makers
perceive unpredictable changes in their external/ internal environment.
Please indicate your ability to anticipate or accurately predict changes and the effects of each item listed
below on your firm, by circling the number which best reflects your views.

Environmental Factors
Competitor
Supplier
Customers
Government Regulation
Economic
Technology
Political
Legal
Shreholders
Public Interest Groups
Business Interest Groups
Demographic
Product/Service Quality
Staff & Managerial Capability
Operations &/or Engineering Capability
Definitional

Not

Very
High

None

Applicable

2
2

3
3

4
4

5
5

8
8

2
2
2
2
2
2
2
2
2
2
2
2
2

3
3
3
3
3
3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4
4
4
4
4
4

5
5
5
5
5
5
5
5
5
5
5
5
5

8
8
8
8
8
8
8
8
8
8
8
8
8

325

PART B: C O R P O R A T E STRATEGIC PLANNING
Definition
Corporate Strategic Planning:
This refers to your firm's long-term planning which will have a strategic impact on long-term performance of your
firm. It also refers to planning at the corporate level.
Note: In this study 'corporate strategic planning', 'corporate planning' are being used interchangeably.
Q. 1. Does your firm have a formal corporate planning function or department?

YES.
NO

If Y E S , what is the n a m e of the department?
Q.2. Please indicate, your agreement with the following statements by circling the number which best reflects
your views.
Strongly
Agree

Neutral

1. Our line managers prepare strategic
plans for their respective units
2. Our line managers do not provide
either staff support or information
input into the strategic planning
process at the corporate level
3. Our line managers review the
strategic plans before they are
finalised
4. Any strategic plans prepared by our
line managers are developed within
specific constraints or guidelines
set by senior management

1

Q.3. For what periods of time are specific plans prepared in your firm?
Less than one year 1
One year 2
Two to three years 3
Four to five years 4
Greater than five years 5

Strongly
Disagree
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Q.4. This question is designed to find out the amount of resources provided to the planning function of your firm.
In this question, I a m only interested to know whether there has been any decrease or increase in
resources provide over the last 3-5 years,
Please indicate the degree of decrese-increase on the following items by circling the number which best
reflects your views.
Significant
Decrease
1.

Significant
Increase

N u m b e r of corporate planners

2. Involvement of staff managers in
strategic planning
3. Resources provided for strategic
planning

YES.

Q.5. Is there a formal process for reviewing and updating
your corporate plans?

NO.
If Y E S , h o w often or frequent is that formal process undertaken?
Biennially 1
Annually 2
Semi-annually 3
Quarterly 4
Monthly 5
Other 6

6.

This question is designed to find out the different types of management and planning techniques used by
your firm in aid of planning and strategy decisions. In responding to this question, please refer to the actual
techniques used. D o not indicate those tools or techniques which you or your firm intend to use in the
future.
Significant
Not
Increase Applicable

Significant
Decrease

1.

Portfolis (e.g. B C G approaches)

2.
3.

PI M S models
Financial model (e.g.
Z' or bankruptcy model)
Zero-based budgeting
Shareholder analysis
Project mgt. techniques
(e.g. P E R T / C P M )

4.
5.
6.

1
1

2
2

3
3

4
4

5
5

8
8

1
1
1

2
2
2

3
3

4
4
4

5
5
5

8
8
8

1

2

3
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Q.7. Please indicate your degree of agreement with the following statements by circling one number for each
statement.
Strongly
Agree
1.

Strongly
Disagree

Neutral

Written reports and
documents are the regular
output of our planning process

2. We follow a corporate planning
manual which describes the reporting
forms, rules and procedures
governing our planning process
3. There is no timetable for preparing
the corporate strategic plan

Q.8. Listed below is a typical sequence of activities that m a y be involved in the formulation of corporate strategy.
These activities m a y be performed at any level of your company.
To what extent are each of the following activities performed in the formulation of your corporate strategic
plans and strategies? (Please circle the number which best reflects your views).
Not at To a Small To Some To a Large
All

Extent

Extent

Extent

Completely

1.

Scanning the general environment
(social, economic, political)

1

2.

Industry and competitive analysis

1

2

3

4

5

3. Analysis of past organisational performance

1

2

3

4

5

4. Analysis of organisational capabilities
and resource (operational, financial,
management, etc.)

1

2

3

4

5

5.

Statements of environmental
threats and opportunities

6. Statement of company strengths
and weaknesses
7. Identification of senior management
preference
8.

Identification of the expectations of
stakeholders (i.e. major outside
interests such as stockholders,
customers, and suppliers)

Not at To a Small To S o m e
All
9.

Development of alternative strategies or
provisional corporate strategic plans

Extent

Extent

To a Large
Extent

Completely

1

10. Senior management review of alternatives
strategic or provisional plans
11. Announcement of the final version of
the corporate strategic plans

Q.9. Please indicate the extent of emphasis on the following facets while development your corporate
strategies by circling one number which best reflects your views.
Significantly
More Emphasis
1. Internal capabilities

1

2. Past performance

1

Significantly
More Emphasis

Not
Applicable

8
2

3

4

5

8

3. Reasons for past 12 3 4 5 8
failures
Q.10. Please indicate the extent of emphasis on the following facets while developing your corporate strategies
by circling one number which best reflects your views.
Significantly
More Emphasis

Significantly
More Emphasis

1. General economic

1

Not
Applicable

5 8

and general business
conditions

2. Regulatory issues

1

5

8

3. Worldwide/global

1

5

8

4. Suppliers' trends

1

5

8

5. Customer/End-user

1

5

8

5

8

competition

preference
6. Technological trends
7. Political issues

1

2

3

4

Q.11. Over the past 3-5 years, h o w often or frequently have the following sources of information been utilized
for strategy formulation and/or corporate planning.

1. Specific M I S for
planning

Very
Infrequently

Very
Frequently

1

5 8

2. Accounting system

1

3. Personal contact
with superiors

1

Not
Applicable

4. Personal contact 1
with subordinates
5. Personal contact 1
with outsiders
6. Outside publications 1
7. Inside reports 1
8. Outside studies 1

Q.12. To what extent are each of the following corporate activities being followed and implemented by your
firm? (Please circle a number for each item).
Not at To a Small To Some To a Large
All
1. Establishing corporate
goals and objectives

1

2. Monitoring environment

1

3. Assessing internal 1
capabilities
4. Searching for and 1
evaluating alternatives
5. Developing an integrated 1
plan to achieve goals

Extent

Extent

Extent

4
4 5

Completely

5
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Q.13. Please indicate your point of view regarding the following statements, and circle the number which best
reflects your views.
Strongly
Disagree

1. I n m y view, corporate strategies
should be developed and formulated
through a formal planning system
2.

In m y view, decision making is
constrained by a formal planning
system

3. In my view, organisational effectiveness and performance largely
depend on the formality of the
firm's corporate planning system
4. In my view, the environments within
which w e operate necessitate a
formal corporate planning system
5.

In m y view, our environments are
too simple (non-volative) to justify
a formal planning system

6. In my view, reducing emphasis on
formal planning will be detrimental
to our long-term performance
7. In my view, our firm is too small
in size/operation to justify a formal
planning system

1

Strongly
Agree

Neutral

2

3

4

5
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PARTC: STRATEGIC DECISION MAKING

General Questions - Questions 1-4 below refer to how comprehensive or non-comprehensive Y O U R FIRM
usually is in making important decisions. (Please circle a number to indicate the term that best describes
Y O U R FIRM).
Q.1. A firm that is very comprehensive in determining the cause of a major problem might form a special
group of several members, make extensive use of outsiders, conduct extensive analyses, allow unlimited
expenses, involve people with diverse backgrounds, and consider all possible causes. O n the other hand,
a very non-comprehensive firm might rely entirely on the ideas and experience of one or two employees.
Which best desribes Y O U R FIRM? (Please circle one number).
Very Very
Comprehensive

7

6

5

4

3

2

1

Non-Comprehensive

Q.2. A firm that is very comprehensive in generating alternatives to solve an important problem might form a
special group that would use scheduled meetings, "brainstorming" sessions, prepare lists of alternatives,
and spend resources to involve outsiders that could help identify all possible alternatives. In a very noncomprehensive firm one or two employees might simply rely on their experience to identify a satisfactory
solution. Which best describes Y O U R FIRM? (Please circle one number).
Very Very
Comprehensive

7

6

5

4

3

2

1

Non-Comprehensive

Q.3. A firm that is very comprehensive in evaluating a particular action might form a special group of
employees and outsiders with diverse expertise, set specific criteria, state assumptions, m a k e
contingency plans, and conduct extensive analyses that directly compare several alternatives. In contrast,
a very non-comprehensive firm might base a decision entirely on the experience and "feeling" of one or
two employees. Which best describes Y O U R FIRM? (Please circle one number).
Very Very
Comprehensive

7

6

5

4

3

2

1

Non-Comprehensive

Q.4. A firm that is very comprehensive in integrating a major decision into an overall strategy might assign
this task to a specific individual or group, expend funds to set a formal planning system, incorporate the
decision into financial and other written plans, involve affected departments in making and implementing
the decisions, and make specific efforts to insure that it did not conflict with other decisions. A very noncomprehensive firm, in contrast might treat all important decision individually and not be concerned how
they fit into any overall strategy. Which best describes Y O U R FIRM? (Please circle one number).

PARTO: GENERAL BACKGROUND

The following questions are designed to get information about yourself as well as information related to your
previous work experience which wil be helpful in analysing issues related to this research. Please circle the
numbers representing appropriate responses for the following.
Q.4. Race

Q.1. A g e (years)

Q.2. Highest Completed
Level of Education

Under 20 1

Primary School 1

Female

20-29 2

High School 2

Male 2 Chinese 2

30-39 3

College Diploma 3

Indian 3

40-49 4

Graduate Degree 4

Other

Over 49 5

Other (specify) 5

Q.3. Sex

1 Malay

1

(specify)

Q.5. Marital Status

Married

Q.6. Number of years worked
in this firm

1

Q.7. Number of other firms
worked for before joining
this firm

Less than 1 ... 1

None

2

1-2

2

One

3

3-5

3

Two

6-10

4

Three

5

Four or more

Divorced or

4

.1

...A
Over 10
Other (specify)...

5

5

Q.8. What is the size of your firm, in terms of employee strength? (Please circle one that applies)
Lessthan50 1
51-100
101-200
201 -500
Greater than 500

2
3
4
5
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Q.9. Nature of business of your firm? (Please circle one that applies)
Manufacturing 1
Trading
2
Service
3
Other, please specify

Q.10. Please indicate the range of your annual salesAurnover. (Please circle one that applies).
RANGE OF SALES (M$)
Less than 10 million 1
11 to 20 million
21 to 50 million
51 to 100 million
101 to 300 million
301 to 500 million
Over 500 million

2
3
4
5
6
7

Q.11. What is the size of your total assets (BANKS A N D FINANCIAL INSTITUTIONS ONLY).
RANGE OF ASSETS (M$)
Less than 1 billion 1
1 to 1.99 billion
2 to 2.99 billion
3 to 5.00 billion
Over 5.00 billion

2
3
4
5

- E N D O F QUESTIONNAIRE -

NOTES:
1. After you have completed this questionnaire, please send it back directly to me in the prepaid/stamped reply
envelope.
2. Would you like a copy of the summary of this research?
YES 1 NO 2
If 'YES' please write separately, or if you prefer, please write your name and address below:
NAME:
ADDRESS:
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3. Would you be willing to participate in our extension of this research?
YES 1 NO 2

4. Please give your comments on this questionnaire especially regarding the clarity of the questions asked.

THANK YOU FOR YOUR TIME AND CO-OPERATION

THE UNIVERSITY OF WOLLONGONG
D E P A R T M E N T OF
MANAGEMENT
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HEAD
P R O F E S S O R JULIAN L O W E

5th October, 1988

TO WHOM IT MAY CONCERN
This letter introduces Abdullah Haji Ahmad, a doctoral researcher
at the University of Wollongong, N e w South Wales, Australia.
Mr Ahmad is engaged in some important research evaluating the
effects of various environmental factors on the Strategic
Planning, Strategic Decision Processes and Strategic Orientation
of Malaysian companies/industries.
In order to facilitate this
research I would be grateful if you could participate in the field
research Mr. A h m a d is undertaking. W h e n completed, his work
should be of considerable value to Malaysian industry, and all
participating firms will be given a summary of the conclusions.
Please be assured that this data will only be used in the
aggregate. Your company's and your personal participation in this
study will not be disclosed, and complete confidentiality is
assured.
Yours sincerely,

Julian Lowe
Professor of Business Policy

P.O. B O X 114-4 [NORTHFIELDS AVENUE], W O L L O N G O N G , N.S.W. 2500, AUSTRALIA
Phone: [042] 27 0555 [Switchboard], [CW2] 27 0 7 0 7 [Direct].
t

* » \ 2 9 a 2 a . Cable UNIOFWOL. Fax: [Q-42] 2 7 2 7 S 5
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DEPARTMENT OF M A N A G E M E N T

October 21,1988

Dear Sir,
Ref.: Research in Strategic Management
I am a doctoral scholar currently attached to the University of Wollongong, N.S.W.,
Australia undertaking a research on the effect of variations in environmental conditiuons
(i.e. complexity, volatility and uncertainty) on corporate strategic planning processes,
strategic orientation and strategic decision-making processes of Malaysian
firms/industries.
It is expected that the findings of this research would be important and useful to
Malaysian firms/industries. Because research in this area is very difficult (and rarely
done) your co-operation is very m u c h appreciated by responding to the enclosed
questionnaire.

All information obtained in the course of this research will be held in strict confidenc
Your answers to the questions will be combined with those of other respondents and used
in the final aggregate.

Although your participation in this research is completely voluntary, I urge you to take
advantage of this opportunity to express your views. And, in that regard, I urge you to be
frank and honest in your answers as possible and to use the space provided for your
additional comments which you believe m a y be helpful.
You will get a copy of the research summary and findings free-of-charge as an
appreciation to your participation in this research if you indicate your interest at the end of
this questionnaire.
Thank you for your co-operation.

B O X 1144 (NORTHFIELDS AVENUE], W O L L O N G O N G , N.S.W. 2500, AUSTRALIA

